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CHAPTER – I 
INTRODUCTION 
 
1.1 INTRODUCTION  
Mongolia is the first country in Asia to have adopted communism and 
the first to abandon it. Compared to many other countries of the world which 
are still struggling to be on democratic path, Mongolia is seen as a relatively 
successful state among former Communist countries and the newly 
independent countries, which came into existence after the disintegration of 
U.S.S.R for simultaneously and enthusiastically transitioning to democratic 
governance and free market economy.  Mongolia has forged new 
international alliances with "third neighbors". At the same time, 
development remains hampered by corruption, a lack of infrastructure, and 
the turbulences associated with transition to a market-economy. Some of the 
achievements of social development under state socialism are eroding with 
declining funding levels for education, rapid urbanization and increasing 
social inequalities. The study will analyze the Mongolian transition from an 
authoritarian one-party system to an open and competitive democratic 
political system. By critically assessing Mongolian history and political 
circumstances, it will provide an analysis of the critical period of transition 
between these two political systems. The study will provide an idea about 
the process of transition in the areas of politics, international relations, 
education, health, ecosystems, mining and economic development including 
religion.  
 
 
The topography of Mongolia is such that it is a strategically placed 
Eurasian nation located between two colossal giants China to the South and 
Russia on the North. The geographical location of country at the cross 
junction of Central Asia, North East China and Russia, signifies the strategic 
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importance of Mongolia. The current population of Mongolia is 2.6 million, 
of whom 893,400 live in Ulaanbaatar, the capital city.
1
  Mongolia is the 
seventh largest country in Asia in terms of its territory but population wise it 
is one of the smallest.
2
  Its significance, however, lies in the territory rather 
than in population. Mongolia is divided into 21 provinces, and there are 
three principal cities. The capital city, Ulaanbaatar, is located in the north 
central part of the country and represents 36 percent of the total population, 
while the rural population accounts for 42 percent of the total population. 
Another two big cities were established in the1960s by Russians closer to 
the former Soviet border. Darkhan is the second largest city and, the third 
largest, Erdenet, is primarily a mining city centered on the molybdenum 
industry. Ethnic Mongols account for about 85% of the population and 
consist of Khalkha and other groups, all distinguished primarily by dialects 
of the Mongol language. The Khalkha make up 90% of the ethnic Mongol 
population.  Turkic people constitute 7% of Mongolia's population, and the 
rest are Chinese, and Russians. Most, but not all, Russians left the country 
following the collapse of the Soviet Union in 1991. Agriculture is the main 
sector of the economy besides industry and manufacturing. According to the 
Food and Agriculture Organization Statistics data for2004, it is estimated 
that 80 percent of the total land area is suitable for agriculture in the broadest 
sense, but only 1.5 percent of this is used for crops and one percent is used 
for hay, while 97 percent is reserved for pasture. Mongolia remains a largely 
pastoral society with animal husbandry the main economic activity. Though 
agriculture is most important, the economy developed a significant industrial 
sector during the period of central planning before 1990. Industries such as 
leather, shoes, cashmere wool, as well as milk and bread are dependant on 
the agricultural sector in that it provides the raw materials for 
manufacturing. Thus, the two sectors of economy are highly correlated. 
                                                 
1
 Sharad K.Soni, Mongolia Russia Relations: Kiakhta to Vladivostok, Delhi: Shipra,2002, p.1 
2
  Ibid, p.1. 
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Animal products, especially sheep and goat hides, are important exports.
3
  
Mongolia is rich in natural resources, including copper, coal, molybdenum, 
fluorite, gold, iron ore, lead, phosphate, tin, oil and oil shale and uranium. 
Mongolia has large deposits of graphite as well as construction and 
industrial materials such as marble, gypsum, limestone, granite, and quartz 
sands.
4
 A Mongolian-Russian joint venture copper company, Erdenet, 
produces copper concentrate for export. Gold exports have significantly 
increased and foreign mining companies have also increased investments.
5
 
The official language of Mongolia is Khalkha Mongolian which uses the 
Cyrillic alphabet, and is spoken by 90% of the population. A variety of 
different dialects are spoken across the country. In the west, the Kazakh and 
Tuvan languages, among others, are also spoken. The Russian language is 
the most frequently spoken foreign language in Mongolia, followed by 
English, though English has been gradually replacing Russian as the second 
language.
6
 According to the CIA World Fact book
7
 and the U.S. Department 
of State, 50% of Mongolia's population follows the Tibetan Buddhism, 40% 
are listed as having no religion, 6% are Shamanist and Christian, and 4% are 
Muslim. In terms of its history, the establishment of the Mongol Empire 
reaches back seven centuries to the thirteenth century. In 1203 A.D Chingis 
Khan united all Mongolian nomadic tribes and conquered the Central 
Europe and Southeast Asia, relying on his unique military leadership and 
tactics using fast-moving cavalry. Following the unification of Mongolian 
tribes, Kublai Khan, grandson of Chingis Khan, conquered China and 
established his Yang Dynasty (1271-1368 A.D). By the end of the 17th   
century Mongolia lost its political independence to the Manchu Empire, 
(1644-1911). Mongolia suffered more than two centuries under the 
                                                 
3
 Food And Agriculture Organization of the United Nations Statistical Yearbook 2010. 
4
 United Nations Development Programme: ―Development Co-operation, 1995 Report‖. 
Ulaanbaatar, 1996, p. 
5
   Bank of Mongolia, ―Annual Report 1996,‖ Ulaanbaatar, 1997.  
6
  Han, Jae-Hyuck , 2006-05-05, "Today in Mongolia: Everyone can speak a few words-of 
Korean,‘‘ Ahttp://english.president.go.kr/cwd/en/archive/ archive_ view.php? 
meta_id=en_d ip_2006&category=164&id= 923b8c655856408486c 7764f 
7
 CIA World Fact book – Mongolia, www.cia gov/library\publications\the-    orld_factbook.  
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oppression of the Manchu feudal state. In addition, Manchus divided 
Mongolia into Outer and Inner region separated by the Gobi desert.
8
 In 
1911, when the Manchu dynasty fell in China due to the anti- Manchurian 
national liberation movement, Mongolia regained its independence and 
established the Bogd Khan (religious leader) monarchy (1911-1919). 
However, Mongolians did not fully realize at this time that independence 
was threatened by both the Republic of China and the Soviet Union. 
Although Mongolia was the first Asian country to adopt Soviet style 
communism it was also the first to reject communism and Soviet 
domination.
9
 Mongolian independence, established in 1911, was not 
destined to last long. In 1921, with the support of Bolshevik Soviet troops, 
Mongolian nationalists in Ulaanbaatar defeated the Chinese troops who had 
been sent in 1919
10
. On November 26th, 1924 (Independence Day), the 
Mongolians established the world‘s second communist regime - the 
Mongolian Peoples Republic. This new regime remained relatively 
autonomous from Moscow until the late 1920s, when Stalin consolidated his 
power. Mongolia then adopted a Soviet-style political structure-and-
command economy. Because, Mongolia had always been supported by the 
Soviet Union, it maintained strong economic and political ties with the 
country. In fact these ties were so strong that Mongolia was sometimes 
called the 16th unofficial republic of the Soviet Union. Despite these long-
standing ties to the Soviet Union, in 1989 Mongolia cast off communism 
and Soviet domination through the processes of a democratic movement. 
This transition spawned by the Mongolian democratic movement extends 
from the late 1980s to the present. The beginning of this period was marked 
by the Soviet Unions introduction of perestroika and glasnost which 
eventually contributed to the Soviet Unions collapse and led to reforms in 
                                                 
8
 Robert Rupen, Mongols of the Twentieth Century. Bloomington: Indiana University,1964, p. 221 
9
 Joseph E. Lake, First Resident U.S. Ambassador to Mongolia, ―Perspectives On  Early Political 
Change‖, The Asia Foundation Conference on Mongolia’s  Political and Economic Transition: 
Challengers and Opportunities  Ulaanbaatar, Mongolia, September 2000, p. 220. 
10
  Baabar Batbayar, Twentieth Century Mongolia, Cambridge, 1996. p, 140 
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Mongolia. Furthermore, these events influenced intellectual leaders in 
Mongolia and contributed to the general liberalizing atmosphere. The initial 
reforms began at the state level in 1986 with restructuring economic policies 
and reforming the state bureaucracy and inefficiency: In July 1990 general 
elections were held after seven decades of Communist rule, which opened 
the door for all peace loving parties to express the opinion and to contest the 
election. The country‘s official name was changed from the Mongolian 
People‘s Republic to Mongolia and the Communist gold star was removed 
from the national flag. Constitutionally, Mongolia is a parliamentary 
country.
11
  
 This geographical and historical overview of Mongolia sets up the 
background for this thesis. The basic structure of the thesis is as follows: 
 
Chapter I deals with the review of the related literature. This section 
examines various works and approaches pertaining to Post Soviet transition 
of Mongolia. 
 
Chapter II is devoted to the early historical developments pertaining to 
Chinese rule of Mongolia and later on the Proclamation of Mongolian 
Peoples Republic in an effort to define its impact on Mongolia‘s politics, 
society and economy.  The circumstances of their relationship and the 
political, ideological and other different aspects are reviewed.   
 
Chapter III surveys the Mongolia‘s historical settings before the formal 
transition began in the 1990s.   It will present the 15 years period of 
transition in order to understand the forces that contributed it to its dramatic 
conclusion. It will examine the nature of the changes that have resulted from 
the implementation of new foreign policy  The chapter will also cover the 
transition of the economy,  the new  
                                                 
11
 Tray Mc Grath, ―Mongolia‘s Bumpy Ride to Capitalism‖, Transitions,  December  1997, p. 47. 
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constitution, the introduction of new laws, and the establishment of new 
political institutions. 
 
Chapter IV examines the electoral process and the elections that have taken 
place in Mongolia since 1990. This chapter will focus on challenges 
Mongolia has faced in state-building during the transition from a Soviet 
style political system to a democratic system.  
 
Chapter V It has been attempted to show how some of the achievements of 
social development under state socialism are eroding with declining funding 
levels for education, health care and increasing poverty and social 
inequalities. 
 
Chapter VI An attempt has been made to analyze how development 
remains hampered by lack of infrastructure, foreign investment, and the 
turbulences associated with transition to a market-economy. It is concerned 
primarily with the factors contributing to the eventual poverty and  
inequality among the people on the basis of the previous analysis. The 
decision making process of government is again examined. 
Lastly, Chapter VII will highlight broad based conclusion about analysis, 
illuminative study and the findings vis-à-vis observations about the study. 
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1.2 LITERATURE SURVEY 
A large number of scholars have written extensively on Mongolian history, 
polity, economy and other issues like foreign policy priorities and security 
concerns. All these works hold tremendous significance in their own place. 
These publications cover almost every facet of Mongolia. However, these 
publications offer a general account of the whole region. Some works are 
exclusively drawn to debating the issues pertaining to cold war socio-
economic issues. There is obviously a dearth of relevant research material 
about the post cold war transition in particular and the present work is a 
modest attempt in that direction. This is not the last work or the final word 
on the subject but it is hoped that this will indeed be a humble contribution 
to the political   and social aspect of transition  in post cold war era. But the 
given limitation should no way underplay the significance of the work done 
by a good number of scholars. Their work provides a good deal of 
information about different aspects of Mongolian society, politics, economy, 
and culture from early times. Out of these valuable works a few of them are 
reviewed in relation to the present research problem as under. 
One of the pioneer works is that of Morris Rossabi‘s Modern Mongolia: 
From Khans to Commissars to Capitalists, Cambridge, 2002.  This work 
gives thorough account of the political economy of Mongolia during the past 
decade. In it, Rossabi, explores the effects of the withdrawal of Soviet 
assistance, the role of the financial agencies in supporting a pure market 
economy and the ways that economic policies have led to greater political 
freedom but also to unemployment, poverty, increasing inequality on 
distribution of income and deteriorations in the education and health 
standards of Mongolian society. 
 Rossabi writes  that the agencies providing grant and loan insisted on 
Mongolia‘s adherence to a set of policies that did not take into account the 
country‘s unique heritage and society. The sale of state assets, minimalist 
government, privatization, and a balanced budget were supposed to yield 
market economic growth. Mongolia the world‘s 5th largest per capita 
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recipient of foreign aid did not recover as expected. As the author details this 
painful transition from a collective to a capitalist economy, he analyzes the 
cultural effects of the sudden opening of Mongolia to democracy. 
Batbayar Babar‘s Twentieth Century Mongolia, Cambridge, 1996, is the first 
history of Mongolia available in English which gives the fascinated history 
of Mongolia with the archival data that only became available with the 
collapse of the Socialist regime in 1990. In doing so, it highlights the role of 
international politics involving Russia / the Soviet Union, China and Japan 
in the shaping of Mongolia‘s history. The volume is composed of three 
parts. The first one gives a survey of the history of Mongolia up to the 1911 
revolution. The second part looks at the political situation in the late 19th 
and 20th centuries until the early Socialist period (the early 1920‘s).While 
drawing heavily upon western sources, it also incorporates some available 
materials from the period. The last part is in many ways the most interesting, 
for it makes extensive use of archival material that has been made newly 
available with the collapse of the socialist regime. In doing so, it offers a 
vivid picture and fuller understanding of the events of the 1920‘s and 1930‘s 
in Mongolia-a key period in the country‘s history. This part of the book, 
which concludes with the official recognition of Mongolia‘s independence 
by China in 1946, also examines the destruction of the Buddhist Church and 
nobility by the Communists. 
Mongolia between China and U.S.S.R, Ram Rahul, New Delhi, 1989, studies 
Mongolia in the context of its strategic position between China and the 
Soviet Union since 1949. The author has tried to elaborate upon issues like 
how China remained overshadow by Mongols for many centuries and 
dominated Russia for hundreds of years. Mongolia‘s emergence as an 
independent state in 1921 due to Sino-Soviet rivalry for domination and 
historical influence. It was so at the time of the establishment of diplomatic 
relations between the Republic of China and the former Soviet Russia in 
1924, as well as at the   time of the conclusion of the alliance between the 
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USSR and the Peoples Republic of China in 1950. The book explains the 
above mentioned developments as well as its implications. 
Atwood Christopher‘s Encyclopedia of Mongolia and the Mongol 
Empire, New York, 2004, is an invaluable reference tool. The emphasis is 
more on Mongol Empire, but it covers wide range of topics. It gives an idea 
of almost whatever topic we want to look up from here. 
Ravindra Sharma‘s China from Marxism to Modernization, (New Delhi, 
2002), the work includes all political reports of the congress held in the Post 
Revolution China. The author in this book argues that the Communist 
Revolution eventually failed to build a ―genuine Socialist society‖. All the 
gigantic endeavors of Mao-Tse-Tung went in vain, so went the efforts of 
Hua Yu Bang. Objectively, Deng Shio Peng succeeded in building a ―Non-
Socialist Society‖. The author has finally concluded that western powers 
cannot take China for granted because in the last 150 years China has 
produced a series of patriotic leaders from Liang Chiochai to the Hu Jintao. 
The given work is fairly useful for it represents the politics of China from 
1902 to 2002, a genuine survey of the 20th Century China and a complete 
documentation of the Post-Revolution Congress of the Communist Party of 
China.  
The book of Sharad K. Soni Mongolia Russia Relation Kiakhta to 
Vladivostok, New Delhi, 2002, furnishes a detailed account of historical 
roots of Mongolia Russia relations and the Tsarist as well as Soviet policy 
towards the Mongols. It has deliberated upon the question of Pan-
Mongolism and Russia/ Soviet responses. Buryat‘s role in this movement 
and Soviet take over of Tannu Tuva is well researched and makes a vivid 
reading. The author makes an objective investigation of the way in which 
Mongolia found itself dependent on the former Soviet Union for conducting 
its domestic as well as foreign policies. The author while not ignoring the 
post-cold war realities also presents the current scenario of Mongolia Russia 
relations which began to witness a marked shift from what remained during 
the period from Kiakhta to Vladivostok. 
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The author concludes that Mongolia of today is no more dependent on its 
former ally. The post-cold war era has witnessed changes in Mongolia 
geopolitical environment and its national security concerns. With the 
adoption of market economy and ensuring democratic reforms Mongolia has 
opened itself to the outside world by strengthening its bilateral ties and 
engaging more actively in various multilateral processes.  
The book, Russia, China And Multilateralism in Central Asia by Anita 
Sengupta, Kolkata, 2005,  is a significant academic contribution of par 
excellence and is based upon the inter disciplinary approach.  
Contemporary China written by Alan Hunter, and John Sexton (New York, 
1999), highlights history, geography and politics of modern China. Further 
the author discusses China‘s international relations, which are an integral 
part of its development strategy and, of course, of the utmost importance to 
the rest of the world. Further the book mentions China‘s reemergence as the 
preponderant power in Asia, and the likely consequences of its new status in 
International scenario. 
The book Tibet: Survival in Question translated by Tica Broch, (U.K, 1988), 
mentions in the part I Chinese   invasion in 1950‘s, and the sufferings and 
abuses of Tibetan people. The book also deals about the suppression of 
Buddhism and Tibetan culture. 
Part-II mentions that peaceful methods will only bring solution to the vexed 
problem of Tibet. The peaceful negotiations are required if we are to reach a 
lasting solution to our conflict with China. In Tibet, as elsewhere, violence 
will not bring about peace. Besides he discusses Dalai Lama‘s unshakable 
belief in non-violence against the Chinese would be suicidal.  Since the 
conflict involves ethnic emotions which cannot be quantified, the need is to 
identity the points of rapprochement. 
Michal Biran‘s book Qaidu and the rise of Independent Mongolian state in 
Central Asia, (Richmond, 1997), analyses some aspects of the internal 
administration of the independent Mongol state in Central Asia. 
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 Sharad K. Soni, Mongolia-China Relations. Modern and Contemporary 
Times. New Delhi: Pentagon Press,2006 Himalayan Research and Cultural 
Foundation. Soni presents a well-balanced and rational analysis of Chinese, 
Russian and Japanese interests in Mongolia in the early 20th century. In the 
chapter on the Cold War era, Soni addresses Sino-Mongolian rapprochement 
in the 1950s and the easing of tensions during Détente. Benefiting from the 
Sino-Soviet ‗great friendship‘, Mongolia pursued closer ties with both the 
USSR and China (although the Chinese provided far less aid than the 
Soviets). Internationally, as the author correctly states, Mongolia remained 
‗in the shadow‘ of the Sino-Soviet rivalry, particularly during the 1960s and 
1970s. Soni‘s analysis of the competition among socialist states, communist 
parties and their leaders in the world communist movement inter-party 
struggle and changes in power in the USSR and the MPR Recent research on 
politics within the Mongolian People‘s Revolutionary Party has uncovered 
evidence that Mongolia‘s role in Cold War geopolitics was not solely 
passive. In the last chapter Soni discusses Sino- Mongolian relations in the 
post-Cold War era, starting with the power vacuum left by the USSR‘s 
dissolution. While the economic vacuum was filled by Chinese business, the 
political arena in Mongolia was and still is not dominated by any single 
player. Mongolia‘s foreign policy of neutrality mandatory for a small state 
clenched between two great powers is reflected in Mongolia‘s willingness to 
achieve membership in various regional organizations such as the Asia-
Pacific Economic Cooperation, the ASEAN Regional Forum, the Pacific 
Economic Cooperation Council and the Shanghai Cooperation Organisation. 
Nevertheless, Soni argues that Mongolia identifies itself predominantly with 
Northeast Asia, ‗which is the only sub-region having no organisational 
structure of its own. The author doesn‘t rule out the possibility of Mongolia 
falling prey to a security threat at the hands of its direct neighbors. Referring 
to other scholars, such as Guudain Tumurchuluun, Soni expresses concern 
about the possible growth of China‘s geopolitical interests in Mongolia 
against the background of a retreating Russia. At the same time, he mentions 
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the improvement of Russia-Mongolia cooperation after 2000 and China‘s 
preference for a stable northern neighbour able to contribute to its ‗peaceful 
rise‘.  
The book China’s Nuclear and Political Strategy by S.K Ghosh and Sridhar, 
(New Delhi, 1984), highlights China‘s nuclear weapon‗s programme and the 
strategy. This book attempts to review and assess the progress made so far 
by China in the field of nuclear weapon‘s technology including the 
development of delivery system, as well as a survey of the evolution of 
China‘s nuclear strategy since the days of Hiroshima. This book also 
examines a ―new look‖ foreign policy laying stress on ―consultation‖ rather 
than ―confrontation‖. 
The Cambridge History of China (Ed.) Herbert Frank and Denis Twitchett, 
Cambridge, 1994,  sheds light on the rise of the Mongolian empire and the 
Mongolian rule in North China.  The book also discusses the early history of 
Mongolia. 
N.N. Popee in his book The Mongolian Peoples Republic, (London, 1982), 
depicts the nationalist and revolutionary history of Outer Mongolia with 
reference to Inner Mongolia. Professor Pope distinguishes the four stages as: 
1) Mongolia as a Chinese dependency until 1911; 
2) Independence movement beginning  in 1911; 
3) Formation of the   Mongolian People‘s Republic; 
4)  Mongolia as a Soviet satellite.  
―The State Of Asia‖, In Lawrence K. Rosinger (Ed.) R.R Sharma‘s Soviet 
Central Asia: A Marxist Model of Social Change, (New Delhi, 1979), is yet 
another important source that provides a comprehensive account of the 
region and deals with different aspects of economy and society. 
Rosemary Foot in his article entitled, ―China‘s Foreign Policy Post-1989 
Era‖, in China in the 1990‘s, Robert Benewick and Paul Wingrove, (Ed.), 
London, 1995, states that China‘s approach to its foreign relations became 
less ideological and more pragmatic as it brought friendly relations with all 
states on the basis of the five principles of peaceful coexistence. He argues 
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that in the mid 1980‘s, China described its foreign policy objectives as 
maintaining world peace, developing friendly  relations with all countries 
regardless of social systems and promoting common economic prosperity 
and mutual understanding. The author finally concludes that through a series 
of bilateral and multilateral diplomatic activities, the country firmly seizes 
the initiative in dealing with the complicated international situation and the 
complexities of international affairs. 
―Unlocking Mongolia‘s Potential‖, Foreign Affairs, New York, 2005, the 
main focus is Mongolia‘s commitment to democracy and free market 
economy. The article reveals that Mongolia is a country which for long 
underwent Chinese and Russian suppression. For years it has struggled 
against isolation and domination. Against this backdrop Mongolia is trying 
to project herself as an emerging democracy as well as building the 
foundation for free market economy. This article holds significance for 
containing valuable information on geo- political importance of Mongolia. 
Besides, the details about rethinking relations with the U.S are fairly 
exhaustive in the article. It concludes that the country could be a platform 
for companies seeking access into the lucrative Russian and Chinese market. 
―Mongolia 1990- A New Dawn‖ written by Professor Alan J.K, Asian 
Survey, U.K, January, 1991. The author has set out to review some aspects 
of change in Mongolian foreign policy of the late communist and early post 
communist periods. It also covers the broader issues like foreign trade and 
aid which are important features of economic development. This article 
though comprehensive in many respects appears at times both subjective and 
objective. The ideological foundation of Mongolia‘s foreign policy has 
received considerable attention in this paper. After the collapse of U.S.S.R, 
Mongolia was left in an ideological, political and economic vacuum which 
enabled Mongolia to formulate a multipillar foreign policy. The foremost 
objective of Mongolian foreign policy is to have friendly relations with 
Russia and China without favoring one or the other.  
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P. Stobdan in his article entitled ―Mongolia in Strategic Vacuum‖, in 
Warikoo & Norbu (Ed.) Ethnicity and Politics in Central Asia, New Delhi, 
1992 states that until 1986, no Mongol had over speculated, that the 
Communism will be on the verge of collapse. Unlike in the past, when 
Mongolia‘s fate was shaped by the course of the Sino-Soviet relations, the 
American and Japanese interests in Mongolia have grown considerably in 
the Perestroika period. Disintegration of its tutelage (the Soviet Union) has 
left Mongolia in a security dilemma. How the country will tread its path 
without a security umbrella has become a point of intense national debate. 
The author  states that until very recently the U.S, Japan, South Korea were 
ideological adversaries of the Mongols but today they are  becoming the  
major contributors  in the economic development  of the Mongols. 
The author reveals that Mongols have drawn lessons from the Gulf war. 
Given the historical claim of Mongols by China, it could easily become 
another Kuwait. It becomes more difficult for Mongolia when both of its 
neighbors are permanent members of the Security Council. The idea of a 
neutral policy is currently mooted by Mongolian think-tank. 
The author concluded that the emergence of newly independent Central 
Asian States will have direct implication for Mongolia. Even though rich 
nations are showing keen interest in helping Mongolia‘s transition to a free 
market economy and the democratization, they may not be able to substitute 
Soviet Union in Mongolia in the long run without annoying China. 
G. Tumurchulumn in his article entitled, ―Mongolia, Russia and China the 
Geopolitical Perspective‖, Himalayan and Central Asian Studies, (New 
Delhi, Vol.4, March 2001), deals with geo-political perspective which has 
played a decisive role in Mongolian history. This article estimates distinctive 
features of Mongolia‘s security environment. The other part of the article 
focus on the issues related to Russia, Chinese strategic partnership. It  also 
examines the  a changing balance in  Mongolia‘s  foreign policy Besides the 
other factors which have received adequate treatment in the article are  
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regional geo-politics,  the security environment in North East Asia and in 
search of a multi-pillared and open door policies.    
―Mongolia‘s National Security and Nuclear Free Policy‖ by Ariunsane 
Tunjin in The Korean Journal of Defense Analyses, (Korea, Vol. XV. No.1 
Spring 2003), is a wonderful article and its reading may prompt many to 
agree with Tunjin. This article including the lucid introduction such as, the 
setting, Geography, population, economy, foreign policy, national security 
policy,  bilateral treaties with Russia and China in 1993-1994, nuclear non- 
proliferation policy and highly illuminating bibliography and references.  A 
perusal of these notes is a must not only to update our reading list but also 
because they express the diverse and rich theoretical underpinnings of the 
article. 
Part-I describes the geographical setting, population, economy and 
administration, foreign relation links and structures of international system. 
Part-II of the article deals with the core elements of Mongolia‘s national 
security namely Sovereignty Independence, Territorial integrity, 
inviolability of state frontiers, relative economic independence. 
Part-III and IV deals with foreign policy of Mongolia. It outlines four 
priority areas of Mongolia‘s foreign relations: political, economic, scientific, 
cultural and humanitarian. 
The author has highlighted   the interests of China and Russia in entering 
into bilateral treaties with Mongolia. The concluding  of these treaties was 
thus considered a major diplomatic effort towards developing fruitful 
relations and the strengthening of national security by political means as 
they became the corner-stone to strengthen relations and cooperation with 
China and Russia in the 1990‘s and into the 21st century. 
The author has nicely dealt with the nuclear non- proliferation issue with an 
objective to highlight Mongolia‘s role in disarmament and her contribution 
in achieving the desired goals. It also surveys the economic changes from 
the centralized economy to market economy.  
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―Mongolia- Russia- China in the new Millennium‖, Professor Dr. Bayasakh 
Mongolica, (Ulaanbaatar, Vol.9, 1999) is another    article which provides 
insight into the inter and intra-regional relations. It deals mainly with the 
trilateral relationship between Mongolia-China and Russia in post-cold war 
era. Besides, it discusses in detail the Mongols with regard to Pan Mongolia 
feelings.   
L.Dondog in his article ―The present socio-economic situation in Mongolia‖, 
Asian Survey, (U.K, Vol.14, March 2001), provides a systematic analysis of 
the political and socio-economic situation in Mongolia. It analyses in detail 
the process of transition to a market economy which is being carried out 
under extremely hard conditions and path of democratization of the political 
system of the country. This article covers the economic crisis which started 
in 1990 and reached its peak in 1991 and 1992. 
David Murphy in his article ―Chinese Foreign relations-softening at edges‖, 
Far Eastern Economic Review, Hong Kong, November 4, 2004 has   focused 
on China‘s softening attitude with her neighbouring countries to secure 
environment for her economic development. 
The author concludes that Mongolia‘s closeness to the Russia and China on 
most foreign policy issues arise from coincidence of interest rather than 
from pressure or influence. 
D. Chulundorj in his article “Mongolia: No alternative to Drastic Changes 
and Reforms‖ in R.C Sharma (Ed.) Mongolia, Culture, Economy and 
Politics, New Delhi, 1992 provides a lot of information about how the wind 
of change sweeping in many parts of the world has also deeply touched upon 
Mongolia, a landlocked nation and sandwiched between the two great 
countries Russia and China. The process of renewal and restructuring started 
in the country at the end of 1989 and it has eventually brought about 
momentous changes in all levels of Mongolian society. 
Besides, the other factors which have received adequate treatment in the 
article is that the emergence of Commonwealth of Independent States (CIS) 
in place of former Soviet Union. 
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―Between the Bear and the Dragon‘-Mongolia‘s relations with China and 
Russia‖ by Morris Rossabi, www.fathom.com\features. The paper is a   
comprehensive and constructive, probably the standard work for the history 
of Mongolia. The paper acclaims to be most thorough account to date of the 
political changes of Mongolia. The author explores the effects of the Soviet 
Union collapse, the role of  international agencies, the new government 
policies and its results. This includes a good look at issues like privatization, 
democracy etc in post Socialist Mongolia.  
―China and Mongolia‖, http\\countrystudies.US/ Mongolia has analyzed 
bilateral relations. This article furnishes a lot of information about bilateral 
economic and trade relations between Mongolia and China. The other issues 
related to the agreement on border areas, emigration control points and 
regular flights between Ulaanbaatar and Beijing also finds a sufficient    
space in the article. 
Besides, some websites a good number of national and international journals 
on Central Asian geo-politics, geo-economics and geo-strategy are 
published. The most reputed are Foreign Affairs (New York), Asian Survey 
(UK), Eurasian Studies (Harvard), Contemporary Central Asia (New Delhi), 
Himalayan and Central Asian studies (New Delhi), Central Asiatic Journal 
(Germany), International Relation (Germany), Inner Asia (U.K) Strategic 
Analysis (New Delhi), Strategic Digest (New Delhi), Religion and Politics 
(USA), IIAS(Netherlands), International Relations (JNU). All of the journals 
give ideal coverage of some live and delicate issues concerning foreign 
relations, peace and economic development in the Asian continent 
particularly in Central Asia. 
None of the works mentioned above however goes into the depth of the 
transition   after Mongolia underwent democratic reforms and pursues 
independent foreign policy. This work is a humble attempt to fill the gaps in 
the existing knowledge in the post Soviet Transition in Mongolia  and an  
effort has been made  to utilize and scrutinize the literature and the sources  
whatever is available and within reach. 
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CHAPTER II 
HISTORICAL PERSPECTIVE 
 
2.1 The Formation of Mongolian Peoples Republic  
Geo-political situation have also cast a long shadow over Mongolia‘s 
development. China‘s annexation of Inner Mongolia and the establishment 
of the modern Mongolian state in 1921 marked the beginning of her 
economic and strategic alignment, though not full integration, with 
Mongolia‘s northern neighbor, the former Soviet Union. The  efforts for 
development under Soviet tutelage laid the basis for its pre- transition 
industrial base, and this period saw considerable  political, economic and 
social change.  Growth averaged 5 percent during the 1980s and human The 
changing international scenario, Russia‘s policy of Glasnost and Perestroika 
and finally the disintegration of USSR led ultimately to the separation of 
Mongolia. 
 After the disintegration of Mongolian empire Mongolia became a 
vassal of China as a result of the forced submission.
12
 In the early 
seventeenth century, the Manchu‘s resorted to factional policy by wooing 
one group of Mongols against the other accordingly.
13
 Mongolia at that time 
was known as Southern (Inner) Mongolia, Northern (outer) Mongolia, 
(Khalka) and Western Mongolia (Zuungar).Such fragmentation contributed 
to the disunity that has plagued the Mongols for centuries.
14
The most 
pernicious effect of Manchu domination was the ever-increasing influence 
of Han expansionism in the foreign policy of the late nineteenth century, 
which encouraged a large inflow of Chinese merchants and landless peasants 
into Mongolia. Every civilian became subjects of nobles and paid tributes.
15
 
On 1 December 1911, during the bourgeois revolution in China that 
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overthrew the Qing Empire, Mongolia had proclaimed itself an independent 
state. By early October, 1911, Russian troops had started pouring into Outer 
Mongolia under the pretext of protecting the Russian consulate at Urga.
16
   
The Mongols welcomed the White Russians who under Ungern 
Sternberg dislodged the oppressive Chinese, and with the help of Ungern, 
the King was restored to the throne. However Ungern‘s brutalities soon 
turned Mongols against him. They made the offer of help conditional upon 
the establishment of a new government friendly to them.
17
 The establishment 
of ties between the organization of the Mongolian revolutionaries and the 
Soviets was prompted by a new exacerbation of the political situation in 
Mongolia as a result of incursion into Mongolian territory of white Guard 
units defeated by the Red Army.
18
 In July 1921, a new government was 
proclaimed, with Bogdo Gegan as the ―Constitutional Monarch.‖19The 
Peoples government turned to Soviet Russia and requested to keep the Red 
army units in Mongolia until all counter- revolutionary threats to its 
existence has been removed.
20
On 5th November 1921 an agreement on the 
existing friendly relations between Mongolia and U.S.S.R was signed in 
Moscow. The Mongolian Soviet treaty laid the foundation of close 
cooperation between the two countries. The Mongolian- Soviet trade 
agreement concluded in 1923 established economic relations on equal basis 
between the two countries.
21
In 1924 after the death of king in 1924 the 
Central committee of the Mongolian People‘s party outlined the form of the 
Mongolian administration. At that period most leaders of the party in 
government were planning to advance Mongolia along the way of national 
democratic orientation. But E. D Rinchino, presidium member of the central 
Committee of the Mongolian Peoples Party, advisor to the government and 
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head of all military council and citizen of the Soviet Union, had opposite 
view to the Mongolians. He submitted his thesis to the third congress of the 
MPP which was held in the August of 1924.  This thesis said that the aim of 
Mongolian Peoples Party was communism and the party could achieve it by 
skipping over the capitalist and bourgeois way of development.
22
  This 
proposal set forth by E. D. Rinchino denounced S. Danzan and claimed he 
was a Chinese spy. Then several leaders were executed. Those people, who 
expressed their views freely at the party Congress, were severely repressed 
and suppressed and sentenced to execution. 
23
  This congress noted in its 
resolution to rid the Mongolian people from hardship. It was the correct 
position but it divided the human population into low, middle and rich strata 
and decided to rename the Mongolian People‘s party as Mongolian 
Revolutionary Party (MPRP); and a People‘s Republic, with a Soviet- style 
Constitution, was proclaimed.
24
The geopolitical importance of Mongolia is 
the main reason for its political and military vulnerability which puts 
Mongolia in a trying position.
25
 In this situation, Mongolian leaders have 
been required to make difficult choices between the competing influences of 
the two giant neighbors.
26
 This explains why Mongolian leaders sought 
Soviet protection, particularly in that Soviet policy seemed more tolerable 
than the Chinese policy of permanent settlement of Han Chinese in 
Mongolian territory.
27
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Constitutional Framework of the Mongolian Peoples Republic 
Constitutions are almost inevitably the product of revolutionary 
changes in society. They embody a new consensus towards a new political 
system.  The main purpose is to legitimize the new political order which 
have come into being through changes. Thus the constitutions embody the 
ethos of new political systems. They frame rules of behavior for the political 
systems of given societies. ―These rules may spell out the kinds of decisions 
the government may make that are binding for the citizens; the forms these 
decisions should take; the procedures by which they are to be formulated; 
the agencies and the institutions with authority to make such decisions; and 
perhaps, the sanctions that may be applied to enforce them. So far, Mongolia 
had four constitutions, three during the socialist phase and one, very recently 
in 1992. The first Peoples Hural convened in November 1924, in 
Ulaanbaatar passed a resolution to rename the capital Huree ―Ulaanbaatar,‖ 
or Red hero, who represented the path Mongolia, was to follow. The Hurals 
main purpose was for the ―people‘s representatives‖ to ratify the new 
constitution and start building a state apparatus in accordance with the new 
arrangements. The constitution was nearly identical to that of the 
constitution of France of July 10, 1918.
28
 Prior to the Hural, aimag 
assemblies were held from which seventy seven people were supposedly 
elected to go to Ulaanbaatar as delegates to the peoples Hural. Among these, 
seventy one were ard, that is, ―people of poor descent,‘‘ or ―communes‘‘. On 
November 24 and 25, the delegates listened to a reading of the constitution 
and asked questions. The reading was done by Tserendorj, the questions 
were asked by Rinchino. After the delegates felt that they got satisfactory 
answers they endorsed the constitution. Thus Mongolia was transformed into 
a republic and the country took the official name of the Mongolian Peoples 
Republic. The constitution of 1924 the first written constitution aimed at 
‗transforming political rule to a part of the nation who could claim to be of 
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arad origin.‘‘  Article thirty five, among other thing solemnly denied the 
right to vote to ―former title holders, clergymen, and monks in permanent 
residence at monasteries.‘‘  Section one and two of the article also banned 
from voting‖ those pursuing profit and exploiting other people, those 
subsisting on the income from capital and other sources, as well as traders 
and creditors of money.‖  This provided a legal basis from removing the 
capitalists, barred the expansion of such relations, and opened the door to 
numerous injustices against innocent people. The provision of Article Three 
that ‗the land, the mines, the forests, the water and their resources shall be 
the property of the arad, and the private ownership of these shall be 
prohibited‘‘ brought a ban on private property. This system developed later 
into what was termed as socialist economic relations, whereby the property 
said to be possessed either by the state or by the people remained, in reality, 
in no one‘s hands. On June 30, 1940 a second constitution of the Mongolian 
Peoples Republic was adopted,
29
 by which ―the Communist regime 
narrowed down the differences in the political structure between Mongolia 
and the Soviet Union.
30
 It defined the MPR as ― an independent state of  the 
working people (arat, herdsmen, workers and intelligentsia) who have 
destroyed the imperialist and feudal yoke , which  ensures the non- capitalist  
path of the countrys development for the transition in future to socialism.‘ 
On June 30, 1940, a second constitution of Mongolian Peoples Republic was 
adopted
31
 by which the communist regime narrowed down the differences in 
the political structure between Mongolia and the USSR.
32
As Mongolian 
premier Horloyn Choybalsan reported to the Eighth National Great Hural in 
1940: "We are guided in our activity by the experience of the great country 
of socialism, the experience of the Soviet Union. Consequently, only the 
constitution of the Soviet Union may be a model for us in drafting our new 
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Constitution." In subsequent revisions to the 1940 Mongolian Constitution 
in 1944, 1949, 1952, and 1959, disparities between the Mongolian and 
Soviet constitutions were reduced even further. Under the 1940 Constitution, 
elections were restricted-- "enemies of the regime" could not vote-and 
indirect; lower bodies elected higher levels. Constitutional amendments 
introduced after 1944 changed this system, however, by restoring political 
rights, including the right of suffrage throughout the society; by instituting a 
unitary hierarchy of directly elected representative bodies; by reorganizing 
electoral districts; by replacing voting by the show of hands at open 
meetings with voting by secret ballot; and by abolishing the National Little 
Hural--the Standing Body of the National Great Hural-- transferring its 
functions to the National Great Hural, which was renamed People's Great 
Hural in 1951. The regime's justification for making these changes was that 
Mongolia had already realized many sociopolitical achievements in its 
advance toward socialism. Therefore, it became historically correct to 
introduce reforms that had been adopted in the more advanced society of the 
Soviet Union. The Constitution adopted in 1960 includes a lengthy preamble 
that acclaims the successes of the revolution and notes the importance of the 
"fraternal socialist assistance of the Soviet Union" to growth and 
development in Mongolia.
33
 In the first general section, the socialist system, 
rooted in the socialist ownership of national wealth and the means of 
production, is presented as the economic basis of society. Areas protected 
under law include private ownership of one's income and savings, housing, 
subsidiary husbandry, personal and household articles, as well as the right to 
an inheritance. These legal guarantees, however, are subject to the 
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qualification that "it shall be prohibited to use the right of personal 
ownership to the detriment of state and social interests." The second and 
longest general section defines the state structure, following that laid down 
in the 1940 constitution, as amended in 1959. It details the nature, 
composition, and duties of all state organs of power, including the executive, 
the legislative, and the judicial at both the national and local levels. In the 
third general section, the fundamental rights and duties of citizens are 
grouped together, a departure from the previous constitutions. The rights 
promised in this basic law and the actual experience of Mongolians in daily 
life, however, is often at variance. Among the basic rights guaranteed are 
equality irrespective of sex, racial or national affiliations, faith, social origin, 
and status. These were overlooked in practice, to the extent that male 
Khalkha Mongols occupied most of the elite government positions, and 
religious practice has been an impediment to career advancement in an 
atheistic Marxist Leninist society. In addition, citizens are guaranteed 
freedom of speech, press, assembly, meeting, demonstration, and 
processions, but with the restriction that the activities must be practiced "in 
accordance with the interests of the working people and with a view to 
developing and strengthening the state system of the Mongolian People's 
Republic."  
The 1960 Constitution which proclaimed the ―attainment of 
socialism‖ remained in force until it was amended in 1990 to provide for 
multi party balloting. 
34
This was followed by the adoption of a new 
democratic Constitution which came into force in February 1992.
35
 
 
Role of Mongolian Peoples Republican Party 
As is true of any communist-run state, the party's influence and voice 
were authoritative and all high government officials belonged to the 
Mongolian People's Revolutionary Party. The supreme body of the MPRP 
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was the congress.
36
 This was convened once in every five years. The 
Congress elected two powerful bodies: the central committee and the central 
auditing commission. The decisions taken by the congress are binding on all 
party members. All party activities are based on the decisions of the 
congress which primarily concern the party line and which is the fountain of 
all party activities. The central committee elects the political Bureau and the 
Secretariat from its own members. These two guide political and 
organizational work between the meetings of the plenum and look after the 
routine affairs of the party, principally checking the performance of party 
organs and selection of personnel. The central committee of the MPRP 
directs the activities of the district and town party organizations and their 
committees are guided in their activities by the MPRP programmed and 
rules conduct within the respective territories to which their activities 
spread, all work for implementing  party policies,  and see to it that the 
central committee of the MPRP‘s directives are fulfilled. The constitution 
implied that both Great and small Hural were institutions holding the state 
power, but the real power lay with the Communist party. The MPRP 
exercised a complete monopoly of political initiative and power. In the third 
congress held in 1924, it was categorically told ―we will not permit the 
existence of any other party, either of the right or of the left.
37
  The top was 
solidly occupied by Comintern, the Communist party of the USSR, and 
other soviet party and state institutions related to Mongolia.  Being a 
traditional and pastoral nomadic society there was a vacuum of modern 
political system. The MPRP created its own mean of generating political 
power. The political party in Mongolia identified itself as sole active agent 
since both the society and government became dependent on party 
organization.
38
 The membership of MPRP was not open. There were rules 
laid down in the party constitution:‖ Any one of the working people, 
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acknowledging the party programme and rules, actively participating in their 
implementation, working in a party organization, and implementing all party 
resolutions, may be a member of the MPRP‖. The relatively loose system of 
control reflected the vastly dispersed and self sufficient nomadic society in 
which government provides few of the needs. Despite the collectivization of 
herding in the 1950s, the nomadic style of herdsman continued and families 
lived as individual units in their traditional pastures. There was little threat 
of grass root political organization against communist rule, and therefore 
little need of repression in the countryside. The same could not be said for u 
rban areas, especially for intellectuals, who experienced tight control and 
repression.
39
 Nevertheless, in order to establish the mechanisms of 
government for pursuing the party program, the Constitution provides 
authority to key state executive, legislative, and judicial bodies, and defines 
their respective character, composition, and powers. 
 
FOREIGN RELATIONS 
Mongolia‘s first international policy was signed with Soviet Russia in 
November 1921. The treaty had the net effect of treating Russia to treat 
Mongolia as a protectorate, despite the provisions of the Sino- Russian 
agreement of May 1924 which recognized Outer Mongolia as an integral 
part of the Republic of China, and Russia agreed to respect Chinese 
sovereignty there knowing that China was too weak to assert it. Chicherin, 
the Soviet Commissioner for foreign Affairs declared before the congress of 
Soviets which met in March 1925, ―we recognize this republic (the MPR) as 
part of Chinese republic, but we also recognise its autonomy as sufficiently 
wide to preclude any interference in the internal affairs of Mongolia. In 
Mongolia we have a government completely directing its policy along the 
lines of a close rapprochement with the USSR.
40
 After the 1921 revolution 
Mongolia entered a long period of political isolation from the world beyond 
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the Soviet Union. Over a period of 28 years, the only other country with 
which Mongolia had signed a treaty of friendship and established diplomatic 
relations was Tannu Tuva in 1926. Tannu Tuva was later incorporated into 
USSR. As Sameul Sokobin, the American Consul in kalgan in northern 
China reported in its dispatch of October 10, 1921: ―There may be a 
Mongolian government, but the authority is the Russian Soviet 
Commandant. He issues orders for the release of men, even if they had been 
arrested by the Mongols.‖41 He further went on stating:‖ A long as Russian 
authorities are permitted to remain in Mongolia, every person, American, 
Chinese, Mongolian or other foreign will be subject to Russian 
jurisdiction.
42
 Following the great powers agreement in Yalta in1945 to 
preserve the status quo in Mongolia, a plebiscite was held in Mongolia, the 
Chinese Kuomintang (KMT) government having agreed to recognize the 
MPRP‘s sovereignty and independence were confined. On 20th October 
there came a 100 percent vote for independence. This was recognized by the 
government of China the following January, and diplomatic relations were 
established in February 1946. The next country to recognize Mongolia was 
North Korea, in 1948, followed by the government of the People‘s Republic 
of China in 1949. Thereafter, diplomatic relations were established with 
Albania, also in 1949, and with Poland and other Eastern European countries 
in 1950. Praising the USSR, in 1952, L. Khamsuren, the then Minister of 
foreign Affairs of the MPR said:  ―The soviet Union was the first state to 
announce its recognition of the right of the Mongolian people to a free and 
independent existence.
43
 Mongolia was admitted to membership of the 
United Nations in October 1961. The United Kingdom was the first Western 
Europe state to recognise Mongolia in 1963. Mongolia‘s foreign policy was 
administered by the MPRP. Mongolia had signed bilateral treaties of 
friendship and cooperation with bloc countries and there is regular 
                                                 
41
 U.S. Consular Reports, Kalgan, 10 October, 1921; Sokobin, cited in William B.  Ballis, ―The 
political Evolution of a Soviet Satellite: The Mongolian Peoples  Republic‖, Western Political 
Quarterly, Vo. l.9, no. 2, June 1956, p. 301. 
42
  Ibid, p. 307. 
43
  The  Digest of Soviet Press, vol. 2, no. 5, 18 March 1950, pp. 21-22 
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
30 
coordination of foreign policy bilaterally and multilaterally at party, 
government and parliamentary levels.
44
 Although Mongolia was admitted to 
different UN organisations and posts on behalf of Asian and African 
countries, it failed to express their interests. This was due to the fact that 
Mongolia  had been approaching all issues from a position  of ―class 
interest,‘‘ exactly in line with the Soviet union and other socialist states. 
Mongolia paid a high price for its deep desire to survive the struggle for 
independence and sovereignty by becoming the first communist Asian 
country after the emergence of the USSR. However, the hope for 
independence and autonomy of the government were actually subsumed by 
the intense control of the Soviets. The Soviet -Mongolian agreement of 1921 
and the Sino - Soviet agreement of 1924 which constituted the basis of the 
international status of Outer Mongolia were, in reality mutually 
contradictory. USSR being too weak during these years and strongly craving 
to arrive at some agreement with China, took a cautious line towards Outer 
Mongolia inspite of the Soviet Mongolian agreement.
45
 Thus between the 
1960‘s to the end of 1980‘s Mongolia fell victim of two prolonged and 
costly ―cold wars‖: East- West and Sino- Soviet.  In the East West conflict, 
Mongolia firmly sided with the Soviets, including on the questions of 
international security, arms control and disarmament. In the decade of 
1960‘s Mongolia moved more into the world arena after becoming a full 
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fledged member of the United Nations on October 27, 1961. Mongolia was 
elected to different UN organizations and posts on behalf of Asian and 
African Countries, it failed to express its interests. This was due to the fact 
that Mongolia had been approaching all issues from a position of ―class 
interest‖, exactly in lieu with the Soviet Union and other socialist states. In 
January of 1966 it signed a treaty of friendship with USSR which provided 
enough ground for both Mongolia and the ―Soviet Union to develop their 
friendship, all sided cooperation and mutual assistance, and also to make 
significant contribution towards reinforcing the solidarity and cohesiveness 
of the Socialist community.‖46 In 1967 the Soviet Union stationed its troops 
into Mongolia. Soon Mongolia‘s two neighbours with numerically the 
strongest armies (China 4.7 million and the Soviet Union 2.9 million) were 
confronting each other, with the USSR having up to 52 divisions stationed in 
its eastern border regions, including in Mongolia. In its turn, China deployed 
almost 1 million troops in the adjacent military regions of Sinkiang, Ganshu, 
Peking and Shenyang.  While the dispute grew tense, the Soviets perfected 
their nuclear arsenal, and China having successfully tested its weapons in 
1964 began developing various types of nuclear weapons, from tactical to 
strategic. At the height of Sino - Soviet conflict in 1969, when the armed 
clashes occurred along their border, Moscow had around 60- 75000 troops, 
including two tank and two motorized rifle divisions plus unspecified air 
force units stationed in Mongolia. Some of the troops were equipped with 
intermediate range ballistic missiles with nuclear and chemical warheads. 
Having sided firmly with the Soviets in the Sino-Soviet dispute and having 
Soviet troops on its territory, Mongolia was in fact more than a strategic 
buffer for the Soviets against China.
47
 It was also a springboard from which 
the Soviets could launch a military offensive in northern china. And even 
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Beijing given the presence of the large Soviet land forces in Mongolia.
48
  
China continued to demand the withdrawal of Soviet troops from Mongolia 
as a pre-condition for the normalization of its relations with the USSR. 
Mongolia‘s international relations had long been virtually immobilized by 
its ideological bonds and the tight framework of friendship treaties with the 
USSR and other member countries of the Council for Mutual Economic 
Assistance (CEMA).Traditional animosity towards the Chinese were 
exacerbated, and in 1980 Chinese residents were expelled. The economy 
became increasingly integrated into that USSR, and by 1980‘s, nearly 95% 
of Mongolia‘s trade was with Soviet Union and most of the rest with its 
allies on the Council on Mutual Economic Assistance (CMEA).
49
 Soviet 
agreement to withdraw its forces from Afghanistan and Mongolia as well 
ensured withdrawal of Soviet backed Vietnamese forces from Cambodia in 
late 1980s opened the way for normalization of Sino- Soviet relations. Thus 
the changes in Soviet policy in the 1980s generated by glasnost and 
perestroika reverberated in Mongolia which also altered the current political 
status of Mongolia as a   ―buffer‘‘ in the Sino-Soviet relations.50Signs of 
change in the USSR led the MPRP in 1984 to replace Tsedenbal with a 
younger leader, Jambyn Batmonh, a succession undoubtedly undertaken 
with approval from Moscow.
51
At the December 1988 plenary session, which 
focused on reform of the political system, Batmonh spoke at length on the 
Mongolian equivalent of glasnost and perestroika and, for the first time, 
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identified by name his predecessor, Tsedenbal, with the social, economic, 
and political problems that plagued Mongolia. In addition, Batmonh linked 
Tsedenbal's shortcomings with the "serious damage" that the personality cult 
of Choybalsan had caused and charged that "democracy was restricted and 
the administrative-command method of management took the upper hand."   
        In 1987, Mongolia, initiated diplomatic relations with the U.S. and 
negotiated protocols for increased trade and scientific cooperation with 
China. Subsequent end of East –West and Sino- Soviet cold wars, the 
disintegration of the so called socialist world and of the Soviet Union itself 
fundamentally changed Mongolia‘s geopolitical environment.  This 
development served as an important landmark in the modern political history 
of Mongolia, which was to alter the current political status of the country 
fundamentally. This allowed Mongolia to establish relations with the outside 
world and Mongolia came into the mainstream of world affairs. In 1987 
Mongolia initiated diplomatic relations with the U.S and negotiated 
protocols for increased trade and scientific cooperation with China.   
 
Role of the Military 
  Mongolia‘s dependence on the Soviet Russia has not only been 
limited to political domain but it has been so in military affairs as well.   
Establishment of a Mongolian government based on the strength of Soviet 
Army assistance provided the best opportunity for Soviets to influence all 
spheres of life in Mongolia. Soviet policy with regards to military affairs of 
Mongolia was an extension of the tsarist Russian policy. Both the Tsarist 
and Soviet regimes inspired the creation of Mongolian army and provided 
money, arms, instructions and training to maintain it. However, at least in 
one instance, Soviet policy ―had gone one better on Tsarist Russia in the 
creation of a provisional people‘s revolutionary party in Mongolia which 
was to appeal to Moscow for armed assistance.
52
 Mongolia's national 
security was intimately linked with that of the Soviet Union. The armed 
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forces have a rich historical tradition in the legacy of the great khans an era 
of Mongolian history still resented by the Soviets and their more immediate 
revolutionary forbearers of the 1910s and 1920s. The Mongolian People's 
Army was established in 1921, when the new provisional national 
government was proclaimed. Later on, a ―Military Council‘‘ with 
Sukhebaatar and Choibalsan as its members and an Army Political 
Administration linking the army to the provisional government were 
established.
53
 As in all aspects of modern Mongolian organization, Soviet 
influence has predominated. Soviet Red Army troops remained in Mongolia 
at least until 1925 and were brought back in the 1930s to help quell 
anticommunist rebellions. They have had a major military presence since 
then, first poised against the Japanese and later against the Chinese threat. 
Up through the 1940s, Mongolian troops had fighting experiences against 
White Russians, Chinese warlord armies, Mongolian rebels, the Japanese, 
and Chinese Guomindang (Nationalist) forces. In the 1950s, serious efforts 
at military modernization took place, but it was the Sino-Soviet rift that 
brought about the most dramatic changes. Reentering of regular Soviet army 
units into the Mongolian territory, therefore turned Mongolia, more than 
ever, a frontline of Soviet defense against China. On November 7, 1967 on 
the occasion of 50
th
 anniversary of the Russian revolution,‖ Soviet units 
paraded for the first time in the streets of Ulan Bator, with Mongolian troops 
riding tanks and criers on which Soviet made surface to air missiles were 
mounted.
54
 It was estimated that in 1967, the total strength of Soviet forces 
in Mongolia numbered over 100,000 men inclusive of ―a combined arms 
army  of one tank and five mechanized rifle divisions, a military engineering 
forces of 10,000 jointly manned  surface to air missile units guarding Ulan 
Bator and Choibalsan, and mobile intermediate range ballistic missile 
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units‖.55 As per the estimates by the United States Arms Control and 
Disarmament Agency, the total number of Mongolias armed forces 
numbered between 30,000 and 33,000 men.
56
 But during early 1980s this 
number increased to some 36,500 men, with reserves of about the same 
number.
57
  
 
Democratic Centralism 
Under the guidance of early party leaders Horloyn Choybalsan and 
Yumjaagiyn Tsedenbal, the principle of democratic centralism was weighted 
heavily toward its centralizing features, just as it was being applied in the 
Soviet Union under Josef Stalin. In the mid-1933, Mongolia‘s Interior Police 
under the direct guidance of soviet instructors invented the so called 
Lhumbe‘s case which was the first the organised terror campaign. They 
accused the Secretary of the MPRP, J.Lhumbe who had recently visited 
Dornor aimag, as leader of an alleged Japanese spy network in the three 
aimags of Central, Hentii and Dornod. During 1933-1934, altogether 317 
people  were arrested and tortured, 53 of them sentenced  to death, 136 sent 
to prison, and 126 sent to exile to  Kolyma in Russia. In February 1936 
Lhunme was executed for his resistance to Stalin‘s demands to fight against 
the lamas. Between 1937 and 1939 his rival Choibalsan became the minister 
of interior, the minister of war, the minister of foreign affairs and finally, in 
March 1939 the premier. This rapid rise to power made him the undisputed 
leader of Mongolia and earned him the Sobriquet ―Mongolia‘s Stalin‖. The 
period particularly after 1930 had been dominated by Choibalsan till his 
death in 1952 in much the same manner as Stalin did in the Soviet Union. 
Choybalsan directed his attacks against political foes, rivals, and religious 
institutions.  During the 1930s, the strong political and ideological influence 
of the Soviets led to extensive purges, elimination of religion, forced herd 
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collectivization, and suppression of traditional culture. For example, 
collectivization forced nomads to adjust to permanent community life styles, 
and this adjustment posed significant difficulties and hardship for 
communities used to a traditional nomadic life. But the collectivization 
policy failed in Mongolia, mostly due to severe losses in the herds which 
were the basis of the Mongolian economy. Bitter lessons were learned under 
communism during the great purges of 1930; Mongolia almost lost 10 
percent of its population (intellectuals, male lamas, and liberal political 
leaders) in this Stalinist storm that overwhelmed the country.
58
 In 1939, 
Khorloogin Choibalsan became Prime Minister, and largely gained the 
power to decide Mongolia‘s fate for the next 50 years.59 The USSR 
monopolized Mongolia‘s trade, in which it had hitherto had only a modest 
share. 
The MPR during this period has been described as ―totalitarian in 
intent, but less so in fact and effectiveness.‖60 The political system of the 
Soviet Union came to dominate Mongolia and eventually asserted complete 
control over the political, economic and social life of the country, 
transforming Mongolia into a Soviet style communist republic.
61
 In the 
period prior to World War II, Mongolia followed soviet policies and 
directives, irrespective of its own national interests and made unnecessary 
scarifies for the sake of an alien ideology.
62
  For Stalin, Mongolia was 
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important as a vital buffer zone in case the Japanese should attack Siberia 
and cut the Siberian Railway. His paranoid exaggeration of the Japanese 
threat prevailed over all other Soviet concerns about Mongolia. 
 
 
RELIGIOUS POLICY 
The short period from 1924 to 1928 which was characterized by the 
encouragement of tolerance towards religion ended up abruptly. Buddhism 
was largely destroyed, with much loss of life and property and forced 
collectivization of herdsmen.  Right from beginning religion was considered 
the main ideological enemy of the communists. Marx merely despised 
religion but Lenin hated from the bottom of his heart. He not only 
theoretically proved religion to be a weed which must be thrown on the dust 
heap of history and which needed to be removed from minds of the people, 
but he put this idea into practice as soon as the chance appeared.  Lenin 
thought that apart from the mass killing of lamas the confiscation of their 
property would most weaken them economically and it would be one more 
source of augmenting the treasure house of the Soviet authority.
63
  
 In the 1930s, Marshal Choibalsan, often referred to as Mongolia‘s Stalin, 
initiated a ruthless, assault on Buddhism, which was facilitated by the lack 
of a Bogdo Gegan; the last such incarnation had died in 1924, and the 
Communists did not permit the reinstallation of another Bodgo Gegon. 
During 1929-1930, the property of more than 920 Lamas was confiscated. 
Property worth 5.2 million tugrik was confiscated from 729 out of 
920‖feudal‖ Since 1929 the government imposed duty on the buildings and 
                                                 
63
 This is obvious from his letter, which reads: 
  Right now we can confiscate the property of temples and monasteries with maximum effort and 
with determined courage stamp down any protest and we must do it. We must confiscate the 
property of the monasteries and temples in the most resolute way and as fast as possible. We can 
thus obtain funds amounting to several hundred million golden rubbles. If we can obtain funds 
amounting to several hundred million and may be several billion rubbles. If we can win the 
property confiscation war, we will enjoy the support of numerous peasants at this time of the 
reign of starvation and at least they will pray for our victory and stay neutral. Baabar Batbayar, 
Twentieth century Mongolia, Ulaanbaatar, 1996, p. 171 
 
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
38 
properties of every monastery. 
64
 The second stage of expropriation was 
carried out from 1930- 1932, when another 4.5 million worth of property 
was confiscated from 825 feudal.
65
  At the end of 1939 all the temples were 
closed and the official function of religion stopped.  The 7th congress of the 
State Khural amended the act on the separation of the state and the religion 
and imposed the state control on the monasteries and enforced its struggle 
against the lamas. False cases were concocted against the lamas. Over 700 
temples and monasteries were destroyed between 1937- 1939. By some 
estimates, over 100,000 persons, roughly 15% of the population, were killed 
during the period.
66
In 1937 through 1938 alone, with Soviet help, 16,361 
lamas were persecuted, mostly Shot.
67
 Golubchik, after conducting the 
purge, reported to Moscow in August 1938, 
The top ecclesiastics have been eliminate. By July 20, out of 771 temples 
and monasteries, 615 have become ash heaps. Today only 26 are 
functioning. Out of a total of 85,000 lamas only 17,338 remain.  Those who 
were not arrested have decided to turn lay.
68
 
 At that time 14- 15 percent of the main wealth of Mongolia- lives- stock- 
was the property of the monasteries and temples. The Peoples government 
fiercely attacked those religious establishments which held huge share of the 
country‘s wealth.  Economic units of monasteries and most livestock of jas 
was expropriated and handed over to newly created communes. The animal 
population of monasteries was 3460,000 in 1928 and it was reduced by 8.7 
times in 1933 to a total of 392392.  By the end of 1931, more than 750 
communes were established which included about 33 percent of all 
herders.
69
 The economy of Mongolia which rested entirely on animal 
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husbandry got severely affected by the disruption of the traditional way of 
running livestock. A flourishing religious establishment numbering over 
100, 000 monks dwindled to less than a thousand by the late 1980s. 
Moreover, the presence of Soviet advisers and numerous Soviet publications 
reduced the importance of traditional Mongolian culture and nationalism. It 
was more so due to the blacklisting of many traditional personalities in the 
Mongolian literature, prominent among them being Chingiz Khan, the great 
Mongol warrior who himself was a symbol of Mongol nationalism
70
. It was 
only after the pro-democracy and nationalist movement started in Mongolia 
that the 1990s saw the emergence of Chingiis Khan as a national hero. All 
these developments led to Mongolia following the Soviet line in political, 
ideological, and cultural spheres.
71
. 
 
 
REFORMS IN MONGOLIA  
As far as reforms in Mongolia are concerned, again it was Soviet 
Union which left its indelible impact on its various aspects of life. Soviet 
influence in Mongolia involved more than terror and class struggle, though 
the terror touched the lives of virtually every family in the land.  But in spite 
of this terror, as a result of Soviet presence, this isolated land was introduced 
to modern education, medicine and art.
72
 One of the poorest nations in the 
communist bloc, Mongolia received significant external assistance. The 
economy was heavily subsidized by the Soviet Union and its trading regime, 
the Council for Mutual Economic Assistance (CMEA). Subsidies 
included blanket grants to cover the chronic budget deficit and were applied 
to trading arrangements and infrastructure construction projects. It cannot be 
denied that socialism introduced the nomadic backward country like 
Mongolia to the twentieth century. Massive inflows of aid and goods meant 
that the average herdsmen enjoyed a far better standard of living than would 
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have had without them. Public health programmes and education were 
extended even to remote herding families, and luxury items were available at 
low prices. Improved living conditions contributed to the legitimacy of the 
MPRP, Which became a relatively popular communist party, especially to 
the countryside.  
 
State socialism eliminated poverty by building a welfare state in 
Mongolia.
73
 First, the Mongolian People‘s Revolutionary Party engaged in 
general democratic transformation from the revolution in 1921 through 
1940. Changes were social, but not economic as Mongolia‘s economic base 
remained pastoral. Beginning with the 1921 revolution, the government took 
increasing control over the economy. Mongolia had the  planned economy 
based on state and cooperative ownership. Annual planning began in 1941, 
and five- year plans began in 1948. The plans were closely integrated with 
the five-year plans of the Soviet Union since 1961 and with Comecon 
multilateral plans since 1976. In the years since 1921, Mongolia was 
transformed from an almost strictly agrarian economy to a diversified 
agricultural-industrial economy. The golden years of socialism ran to 1990: 
―intensive construction of a socialist society‖ involved diversification of 
industry.  At that time the Soviet Union invested heavily in mineral 
extraction. For example, the Soviets built the cities Darkhan and Erdenet, 
home of one of the world‘s largest copper mines.74 Mongolia law established 
social rights, beginning with pensions for urban workers in 1979. This 
expanded to agricultural associations and the disabled in 1984. The 
Mongolian Peoples Republican Party enacted public education law in 1982 
and expanded it to post graduate training in 1984.The acceleration of 
economic development, greater application of science and technology to 
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production, improved management and planning, greater independence for 
economic enterprises, and more balance among individual, collective, and 
societal interests were the target areas of reform in the late 1980s.  
The MPRP also organized several mass organizations to help liberate the 
people. The first Mongolian Trade Unions organized in the 1920‘s and were 
under the supervision of the MPRP central committee. Trade unions were 
responsible for monitoring social welfare provision in all aspects including 
pensions, education, day care, housing and health care.
75
Trade unions also 
had special access to sanatoriums. The Mongolian rest home or sanatorium 
is a curious working class hybrid of a vacation resort and residential health 
treatment facility.
76
 Many of these benefits came to rural areas. In other 
words, each village had a post office, clinic, school, cultural centers, police 
and housing for civil servants.
77
  In fact, the health care system had 88 
persons per bed and 406 persons per physician in part due to the geographic 
dispersal of the population. In summary, by the 1980s, Mongolians enjoyed 
guaranteed employment, pensions, universal education, universal health care 
and subsidized day care. As is often the case, the movement of social 
welfare entitlements follows a pattern from center to edge. 
 
HEALTH CARE 
 Although there existed some sort of medicine in feudal Mongolia the 
health of the people was very poor. Twenty five to thirty five to thirty people 
per thousand of the population died annually and 500 infants under the age 
of one, out of every one thousand. The average life expectancy was only 22 
years.
78
  
The Mongolian people had no organized system of health care or the 
main types of medical assistance. The nomads had neither concept of 
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preventive health care nor any idea about hospitals. Primitive methods of 
traditional and Tibetan medicine were used to treat the people.
79
  
There were no doctors and no hospitals; medical treatment was given 
by the lama quacks in numerous Buddhist monasteries, and there was no 
organized system of public health.
80
 As Mongolian medicine developed in 
the monasteries and was under the influence of religion, the medical 
knowledge of these physicians was influenced by their cosmological 
concepts and was full of superstitions and mysticism
81
. Although 
replacement of traditional medicine (Tibetan) by the European medicine 
took place, it was handled cautiously.
82
 With the financial and technical 
assistance of the Soviet Union, a civilian hospital in which Soviet doctors 
were working, began to function in October 1925.
83
 Since 1926, medical 
research expeditions were carried out by the Soviet specialists who ―made it 
possible to workout scientific principles of the future public health service in 
Mongolia and also to develop scientific medicine.
84
 In the setting up and 
development of health bodies and institutions, the introduction of modern 
medicine and the training of national medical personnel a decisive role was 
played by the Soviet Union.
85
 The provision of free, qualified medical 
services to all citizens was carried out by a wide network of clinical, 
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combined and specialized hospitals that provide both in-patient and out-
patient treatment and services at home
86
 
 The all-round raising of the material and cultural standard of life of 
the working people, the rapid development of the various forms of free 
qualified medical services available to all citizens and the creation of 
favourable conditions from the sanitary-epidemiological point of view, had 
resulted in a considerable improvement in the basic demographical indices- 
birth rate, death rate and population growth. 
87
  
 
EDUCATION  
  Mongolia‘s achievements in the development of public education, 
first and foremost, in the abolition of illiteracy, are well known. Mongolia 
was the first of the formerly backward countries of the East to abolish 
illiteracy.
88
 Under the   Manchu‘s, only those who could write as well as 
read was recorded literature. Before the people‘s revolution of 1921 all that 
young Mongolians could hope for was a religious education in the 
monasteries, which at best taught them to read the ―holy‖ books in a foreign 
language, Tibetan. In spite of the existence of more than 700 monasteries the 
Mongolian population was totally illiterate. There existed only one secular 
school in the whole area for the training of clerks.
89
 Consequently the 
abolition of illiteracy among adults was one of the major questions in the 
shaping and development of the system of education. One of the first 
legislative acts of the government of the MPR was the decree on the 
organization of primary education, passed in 1921.
90
The Primary Education 
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Charter was approved shortly afterwards. In 1924 the Church was separated 
from the state and public education from the Church. The teaching of 
religious dogma in all schools and educational establishments was abolished. 
This step considerably weakened the influence of feudal and religious 
ideology on education and upbringing. These steps were taken under the 
Soviet influence because ―development of education and extension of 
literacy has been a prime factor in Communist policy.
91
 Additional steps 
were taken ‗to create new art, literature and culture, socialist in content and 
national in form, and to establish the material basis of science, culture and 
education.‘‘92 In 1924 school textbooks were published, in particular a first 
year ABC the number of general education schools had by then reached 
thirteen. Secondary specialized educational establishments were also set up. 
Thus the party and Government guided the work of school building in close 
connection with measures aimed at effecting profound socio-economic 
transformations in the country. From 1947 onwards a serious campaign was 
started against illiteracy and more specifically the second five Year plan 
(1953-1957) further aimed at providing compulsory elementary education 
from 8 to 11 years of age in the countryside and a seven year education from 
8 to 14 years of age in the towns.
93
  
All citizens of Socialist Mongolia were guaranteed right to receive all 
types of education from primary to higher.
94
  
In 1921, the revolutionary government founded a chamber of books, a 
centre of scholarly activity for the translation and preparation of popular 
literature, the collection of old books and manuscripts, the registration of 
                                                                                                                                       
- ―equality of all citizens of the MPR in receiving education irrespective of   Race, nationality, sex, 
religion and social and property status; 
- Compulsory education for all children of school age; 
- Free education at all levels; 
 - Co- educational schooling; 
- The scientific, humanitarian nature of education; 
- Unity of the system of public education; 
- The secular nature of education (public education and religion were separated).‖ 
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monuments and the organisation of a museum.
95
The chamber was 
transformed in 1930 in to a Learned Commie which included the 
departments of language and literature, history, geography, agriculture and 
in the 1940‘s research began in the fields of biology, medicine, physics and 
chemistry. 
96
 The Learned Committee became the Committee of Science and 
Higher Education in 1957, and the first research institutes were set up to 
study the social sciences, agriculture and the natural sciences. During 1953 
to 1956, approximately 10,000 Mongolian specialists received industrial 
training in the Soviet Union.
97
  
 
Higher Education 
The Academy of Sciences began to engage in space studies in 1960. 
Mongolian ‗cosmonauts‘ began training in the Soviet Union in 1978. 
Mongolia reached to a milestone in its history when in 1981 it became the 
tenth country in the world to send one of its citizens space to a flight. In 
1978 having underwent an intensive training for two years in the Soviet 
Union; Jugderemidlin Gurragcha became the first Mongolian cosmonaut to 
go into a seventy day space flight when on March 22, 1981 he flew soyuz-39 
along with Soviet cosmonaut.
98
 In August 1970 at the Teheran session of the 
International Jury to award the UNESCO prize for outstanding services in 
the spreading of literacy, the Institute of Language and Literature of the 
Academy of Sciences of the MPR became the first laureate of the N.K. 
Krupskaya prize for its contribution to the total abolition of illiteracy in the 
MPR. Significantly, since the revolution Mongolia became the first Asian 
country to achieve the universal literacy.
99
Some sources even put the figures 
of literate population as high as 87 percent in 1951
100
  and 92 percent in 
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1952.
101
In MRP it was ensured that the young generation received education 
in the spirit of communist morality, socialist patriotism, and loyal friendship 
with the peoples of the Soviet Union and other countries of the socialist 
community, of resolute struggle against all manifestations of ideology 
hostile to Marxism-Leninism. Whereas in 1958 there were 1000 Mongolians 
studying in the Soviet Union, in 1983 the  number rose to more than 10.000 
who were enrolled as post graduates at 10 academics, 191 institutions  of 
higher learning, 101 specialized secondary schools , and 28 vocational 
schools operating in the Soviet union.
102
 As a result, in 1988 it was revealed 
that about 40 percent of the graduates of general schools went for further 
studies into vocational training schools, 20 percent into higher education the 
rest 40 percent joined the work force.
103
  
  Better living conditions contributed to the legitimacy of the MPRP 
which became a symbol of prosperity and stability. 
104
 The MPRP 
dictatorship was further reinforced through the state- controlled media and 
education systems, which repressed alternative views. The destruction of 
feudal and the improvement of economic conditions made far reaching 
changes in the social outlook and cultural values of the people of Mongolia. 
A remarkable success was achieved in fulfilling the targets of educational 
development and revamping the social structure. Nevertheless it has been 
negative because during this period under soviet influence social changes 
were imposed upon the people of Mongolia. All the ups and downs of 
Mongolian history worked as building blocks for constructing a modern 
nation of Mongolia. 
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CHAPTER III 
POLITICAL TRANSITION 
 
3.1 Collapse of USSR and its impact on Mongolia 
Transforming socialist regimes can be broadly characterized in two 
ways. The Chinese model in which economic liberalization is adopted 
without political competition has been replicated to varying degrees by other 
Asian socialist regimes in the Lao Peoples Democratic Republic and the 
Socialist Republic of Vietnam. In contrast, the Eastern European model is 
one of political change proceeding apace with economic reform. An 
interesting case combining elements of these two models of socialist 
transformation is that of Mongolia, formerly the Mongolian Peoples 
Republic. For 70 years a client state of the Soviet Union, Mongolia was 
sometimes known as the unofficial ―sixteenth republic‘‘ of the USSR.105 
Following the radical changes in Eastern Europe in 1990, Mongolia‘s 
Communist Party introduced political pluralism but unlike its counterparts in 
those countries, the Mongolian People‘s Revolutionary Party (MPRP) has 
retained power since 1990 despite allowing electoral competition and 
political freedom. It has introduced significant economic reforms, which 
may soon begin to produce positive growth. 
 Mongolia of the 21st century is not the Mongolia of the 20
th
 century. 
For Mongolia, the process of renewal and restructuring started at all levels 
of society from 1990‘s. A rapid shift in priorities, both domestically and 
externally is still under way assuring to its people political freedom, respect 
to human rights and equality of all forms of property ownership).
106
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 In January 1992, Mongolia adopted the new constitution and declared itself a parliamentary 
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the constitution most dominant factor in the foreign framework is the national security 
constitution adopted by Mongolia in the twentieth century. Key elements in the new constitution 
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Mongolia is first among the former socialist countries in Asia to introduce 
multiparty political system.
107
 In June 1990 the new president and the 
parliament were elected, as a result of free and democratic elections and the 
new government was formed. The new leadership of Mongolia confirmed its 
commitment to the democracy life and has started a new drive aimed at 
switching the national economy of the country from centrally planned to the 
market economy. The number of laws, such as on foreign investment, on 
economic entities, banking law, etc have been adopted and privatization 
process is now well underway in the country.
108
 The government has carried 
an ―open door economic policy‖ as a strategy of external economic 
relationship. After decades of unilateral policy Mongolia began endeavoring 
to formulate its national security, foreign policy and military doctorate 
taking into account the international developments, based on principles of 
international relations. Having served as a geopolitical buffer in the relations 
between Russia and China, Mongolia is trying to pursue a balanced relation 
with them, bearing in mind at the same time the need to maintain balance of 
forces and interests in the region.
109
  The new leadership of Mongolia 
confirmed its commitment to the democracy and has started a new drive 
aimed at switching the national economy of the country from centrally 
planned to the market economy.  
Table: Transition Policy  
Year             Milestones 
1991 Near complete and overnight price liberalization Privatisation 
by assignment (voucher based) of most medium sized State 
Owned Enterprises (SOEs) 
1992 Transfer of herds and privatisation of agricultural cooperatives 
(―Negdels‖), Banking re-structuring, including Privatisation of 
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major Banks 
 
1993 Togrog floated and becomes fully convertible,                   
Some capital account deregulation takes place. Some capital 
account deregulation takes place   External tariff reductions 
made (to an average of 10%) 
 
1994  
1996 
National Poverty Action Programme (NPAP) launched 
comprising targeted poverty alleviation projects. 
Abolition of all tariffs ( an effective 0% rate 
1997 Mongolia‘s accession to the World Trade Organization 
(WTO)                                                                              
Further deregulation of capital transactions and ―tax holidays‖ 
offered to foreign investors  
2000 Tariffs re-imposed at 5%. Strategic SOE privatization 
announced 
 
2001 Interim Poverty Reduction Strategy Paper (PRSP) adopted, 
stronger commitment to poverty relief articulated 
 
2002 Land privatization plans announced 
 
2003 Final PRSP adopted, signalling more interventionist (but still 
limited) policy stance           
Privatization of  the Economic and Social sectors trailed (the 
so-called New Zealand Model) 
2004 Land privatization initiated 
 
2005 Social sector privatization initiated  
Child Support Scheme for poorest families launched 
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2006 Windfall tax imposed on mineral companies to support a 
National Development Fund Reductions in income and value-
added taxes, child support scheme universalized 
 
2007  National Development Strategy launched 
 
 
SOURCE: Richard Marshall, Frederick Nixson and Bernard Walters ―Economic policy and poverty outcomes,‖ 
University of Manchester, UK, Paper submitted to the Brooks World Poverty Institute Singapore Conference, August 
2007. 
 
 
The number of laws, such as on foreign investment, on economic entities, 
banking law, etc have been adopted and privatization process is now well 
underway in the country.
110
 The government has carried an ―open door 
economic policy‖ as a strategy of external economic relationship.  
After decades of unilateral policy, Mongolia began endeavoring to formulate 
its national security, foreign policy and military doctorate taking into 
account the international developments, based on principles of international 
relations. Having served as a geopolitical buffer in the relations between 
Russia and China, Mongolia is trying to pursue a balanced relation with 
them, bearing in mind at the same time the need to maintain balance of 
forces and interests in the region.
111
  
Mongolia which was the first communist state in Asia and the second in the 
world prior to the collapse of the Soviet Union has also the distinction of 
becoming first such state to have discarded the one party rule in the post 
cold war era.  As the USSR underwent change in the mid to late 1980's, 
Mongolia experienced parallel adjustments. It was in 1987 that Mongolia 
                                                 
110
 Baabar Batbayar, opcit, p. 68 
111Alan Sanders, ―Mongolia 1990, A New Dawn‖ Asian Survey, Vol. 22, 1991,   p.  120. 
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
52 
began to diversify itself as Soviets became less inclined to provide economic 
support to Mongolia and even withdrew subsidies. But at the same time, ties 
with the United States and further improvements in its relations with China 
provided Mongolia fair opportunities for ―new options and greater chances 
to stand on its own.‖112 A policy of political openness was formally adopted 
in 1987 and moderates replaced certain elder MPRP officials. Mongolia 
expanded its international connections and established diplomatic ties with 
over one hundred countries. The emergence of further opposition groups, 
together with escalating public demonstrations (involving as many as 20,000 
people), led to a crisis of confidence within the MPRP itself.
113
   In 1988, the 
MPRP began a program of "renewal" that again corresponded with that in 
the Soviet Union. The renewal initiative followed closely Mikhail 
Gorbachev's glasnost and perestroika as it sought only to revive the socialist 
economy and not dismantle it.
114
In 1989, the Soviets began withdrawing 
military forces and technicians. Central control over the economy eased 
during this period. The state concerned itself primarily with developing 
overall policy and let the various ministries and committees assume 
responsibility for implementation. State enterprises were given more 
autonomy while profits, production levels and distribution were dictated 
from the centralized bureaucracy. In 1989, moreover, a reformist group 
called the Mongolian Democratic Union led a broad democracy movement 
in Mongolia and the pace of change hastened. Their program demanded a 
total restructuring of the political structure, a multiparty system and dramatic 
economic reforms to move Mongolia into the global free-market.  The 
dominant factor in this struggle was to bring radical changes, which could 
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take the country towards prosperity by correcting the mistakes committed by 
the Communist leaders in the past.
115
    
In 1990, the Mongolian Democratic Union became the first organized 
opposition group and it launched more protests. The first opposition parties 
were based narrowly on the urban intelligentsia who had been educated in 
Eastern Europe and had followed closely the dramatic events there in the fall 
of 1989. These parties formed around loose groupings of academics at The 
Mongolian State University Much of the leadership of the Social Democratic 
Party, for example, was composed of members of the university‘s physics 
and mathematics department,
116
 while the National Progress party leadership 
was made up of young economists.
117
 Only the Democratic Party, the largest 
of the opposition groups, could boost broader membership but that support 
was still heavily concentrated in Ulaanbaatar. The opposition parties lacked 
a significant base among the herds people in the countryside.
118
 Though the 
countrywide democratic movement started bringing aggressive reforms in 
the country‘s political and economic spheres, it essentially contained ―a 
nationalistic motivation rather than a democratic one.‖ 119 it soon turned out 
to be a struggle against communism, which was held responsible for ruining 
the country.  The dominant factor in this struggle was not only to bring 
radical changes but also to correct the mistakes committed by the 
communists in the past.
120
  The reformers won the day and Batmonh 
resigned and was replaced by the Minister of Foreign Economic Relations 
and Supply, Punsalmaagiyn Ochirbat. In addition, a new Central Committee 
and a new secretary-general of the MPRP were appointed. Public 
demonstrations for political pluralism in 1990 led to the resignation of the 
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Communist MPRP government, whose leaders declared the end of a one-
party Communist state. From 1990 to 1992, Mongolia initiated political 
reforms to eliminate the ‗leading role‘ of the MPRP  in the state. The 
leadership of the MPRP faced a broad popular demand for faster reform and, 
initially, did not know how to respond to the demands for change. In 1990, 
Mongolia's constitution was formally amended by deleting reference to the 
MPRP‘s role as the guiding force of the country and opposition parties were 
legalized through official registration.
121
 Besides, a new electoral law was 
approved and the date of the next general election to be held in July 1990 
was announced.  In 1990 the first democratically elected bicameral People‘s 
Great Hural took office.
122
 The Great Hural was a national assembly elected 
by districts. Its powers included deciding major affairs of state, choosing the 
Prime Minister and the cabinet as well as amending the Constitution. The 
Small Hural, the second house in the new bicameral legislature, was 
primarily a parliament chosen by proportional representation and it was 
responsible for ordinary legislative activities. Turnout in the 1990 elections 
was astounding as it reached nearly 95% of eligible voters. Opposition 
parties to the MPRP acquired some 40% of the seats in the Small Hural. 
However, the Great Hural, which was the house of formal governmental 
power, remained strongly in the hands of MPRP members.  To further 
demonstrate its desire for reform, the MPRP formed a coalition government 
with the democratic opposition putting it in charge of economic and social 
policy. Despite past ties to Soviet communism, the MPRP enjoyed 
significant legitimacy with the Mongolian people because it claimed 
historical ties to anti-Chinese nationalists. State run media and educational 
systems reinforced such claims.
123
   Although the Great Hural was 
dominated by the MPRP, the party agreed to form a coalition government 
with the opposition parties, and four cabinet posts were assigned to them. 
The Peoples Great Hural first met on 3 September 1990 and elected a 
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president from the MPRP, a vice president from the Social Democrat Party 
(SDP), a Prime Minister also from the MPRP and 50 new members of the 
Baga Hural. The parliament also appointed a 20 member multiparty 
constitutional drafting commission, chaired by president Ochirbat with 
former of Justice Biryaagiyn Chimid serving as secretary.
124
 Mongolians 
were united by an ardent desire to embrace the West and open their 
backward and forgotten country. The departure of the Soviets left Mongolia 
feeling vulnerable to renewed Chinese dominance. In addition, its own 
historical isolation made Mongolia warm and receptive to liberal ideas. 
"After 70 years of communism, we became more Western minded than any 
other Asian country," stated Ganbold, a leader of the new democratic 
movement.  
 
NEW CONSTITUTION 
 In 1992, after having witness major changes in international affairs 
Mongolia adopted a new constitution that became a formal framework of 
policies and actions of post- socialist, democratic Mongolia in the twenty-
first century, assuring to its people political freedom, respect to human rights 
and equality of all forms of property ownership.
125
  Following the formation 
of the new government in October 1990, a Constitution Drafting 
Commission headed by President Punsalmaagin Ochirbat started working on 
a fourth Constitution. Later twenty-one members from different political 
parties were added to the commission depending on their experience.
126
 The 
Constitution Drafting Commission was divided into a four groups reflecting 
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the Constitution‘s main themes: human rights, state affairs, economic, social 
and political matters, and legal and constitutional issues. The Constitution‘s 
first draft was published in June 1991. According to H. Hulan, who worked 
with the Baga Hural, the transitional parliament, during 1991-1992, the 
original draft constitution was intended to consolidate the parliamentary 
system with its indirect election of the president. The constitutions authors 
emphasized the need for a parliamentary regime as they feared that in a 
presidential regime, with institutional but not necessarily political 
independence of the two main branches of the government, a president 
might usurp power. In her observation, the MPRP insisted on a presidential 
system for two reasons. First, it  claimed that a presidential system would 
eliminate the ―social anarchy‘,  which it blamed on the democratic process, 
and second, it confirmed to Mongolia‘s long tradition of authoritarian rule 
dating back to the tradition of Chinggis Khan. In the end as she wrote the 
democrats and the MPRP conservatives settled for a compromise that 
created an extremely legislature on the one hand, and a directly elected 
president on the other hand.
127
 In order to distance itself from its Communist 
past, the country‘s name was also changed from ―Mongolian People‘s 
Republic‖ to ―Mongolia‖ and the Communist gold star was removed from 
the national flag under the new Constitution.
128
The constitution assures to its 
people political freedom and respect to human rights.
129
 
 The six chapters that make up the Constitution address the matters of 
independence and territorial integrity, human rights and freedom, the state 
structure, local administration functions, the Constitutional Court, and 
amendment of the Constitution.
 
The new Constitution established a 
democratic political system with a free market, and also changed the 
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Structure of the state institutions in that the final version called for a mixed 
political system loosely modeled on France‘s Fifth Republic.130   
Chapter Three of the Constitution, dealing with the state structures, states 
that the supreme legislative power is the State Great Hural 76 members. It 
enacts laws dealing with domestic, financial, monetary, and foreign policy, 
and supervises their implementation, approves the budget, sets the dates for 
legislative and presidential elections, removes or relieves the president, 
appoints and replaces the prime minister  and other officials accountable to 
the state great Hural,  determines the organization and role of the National 
Security Council, holds national referenda, ratifies and vetoes international 
agreements, establishes and severs diplomatic relations , and declares a state 
of emergency or war. The President upon consultation with the prime 
minister can propose dissolution of the State Great Hural, which requires 
two-thirds majority of its members for approval.
131
 According to this 
chapter, the President is elected by the universal suffrage and is the head of 
State, symbolizes the people‘s unity. He may not concurrently serve as a 
member of the cabinet or the State Great Hural. Each parliamentary party or 
group of parliamentary parties may nominate a candidate for the presidential 
contest. A candidate who receives a majority of the popular vote is 
considered elected and the State Great Hural then passes a law recognizing 
his or her mandate.
132
  
The Pesident has the power to veto all or parts of any parliamentary 
legislation. Yet, the veto can be overturned by a two-thirds majority of the 
State Great Hural.
133
 It further states that the President is also the head of the 
National Security Council and the commander of the armed forces. The 
Constitution empowers the president to propose a Prime Minister, call for 
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the government‘s dissolution, initiate legislation, and issue decrees, which 
becomes effective with the prime minister‘s signature.134The President 
represents Mongolia in foreign relations and enters into international 
treaties; declares general or partial conscription; and can declare a state of 
emergency or war, with the State Great Hural‘s approval within seven 
days.
135
 
 The Prime Minister, on the other hand, serves as head of the government 
and directs a cabinet drawn from the State Great Hural.  The government is 
required to  provide  efficient leadership of central state administrative 
bodies  and to direct the activities of local administrations; to strengthen the 
county‘s defense capabilities and to ensure national security; to frame and 
implement  the state  foreign policy ; to conclude and execute  international 
treaties with the consent of  and subsequent  ratification  by the State great 
Hural as well as to conclude  and abrogate international treaties.
136
  
The preamble declared that Mongolians cherished "human rights and 
freedoms" and aspired to "the supreme objective of building a humane and 
democratic civil society."  
The constitution empowered the Supreme Court headed by the Chief Justice 
as the highest judicial body. Justices are  confirmed by the State great Hural  
and president. The court is constitutionally empowered to examine all lower 
court decisions excluding specialized court rulings upon appeal and provide 
official interpretations on all laws except the constitution. Specialized civil, 
criminal, and administrative courts exist at all levels and are not subject to 
Supreme Court supervision.
137
 Local authorities—district and city 
governors—ensure that these courts abide by presidential decrees and State 
Great Hural decisions. A new body called the General Council of the Courts 
to oversee judicial administration and ensure the constitutionally declared 
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goal of judicial independence.
138
 Mongolia's government, however, has not 
adopted the almost unique American concept of judicial review.
139
 
 It was for the first time that a multi-ownership economy was introduced by 
this Constitution, which would go with the mainstream of the world 
economy and conform to the special conditions of the country.
140
 The 
international Socialist economic system‘s collapse and the disintegration of 
U.S.S.R left Mongolia in social, economic, political and ideological vacuum. 
However that vacuum enabled Mongolia to achieve three major much 
desired results.  
I  Firstly, an economic transition aimed at market economy,  
II  Emergence of democracy and a 
III  Generation revolution aimed at a new third generation of younger 
people leading the destiny of the country. On foreign policy matters, the 
constitution explicitly stipulated that Mongolia shall adhere to the 
universally- recognized norms and principles of international law and to 
peruse a peaceful foreign policy. In practical terms, it implies that Mongolia 
has opted for an open foreign policy, free of past ideological 
constraints.
141
The security of Mongolia is highlighted by foreign policy and 
defense policy activities.
142
The document views national security as based 
on the vital national interests of Mongolia and it defines these vital national 
interests of Mongolia as 
1 ―the existence of the Mongolian people and their civilization 
2 the country‘s independence sovereignty, territorial integrity, inviolability 
of state frontiers, relative economic independence, sustainable ecological 
development and national unity.‖143   
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 Mongolia‘s aim is to establish in its immediate surroundings a power 
equation most attuned to its immediate national interests and so relations 
with the two countries constitute the cornerstone of Mongolia‘s security 
policy as well as foreign policy objectives.
144
 Like the National Security 
concerns Mongolians Foreign policy too revolves around its national 
interest. It has been clearly mentioned in the foreign policy concepts that ― 
the priority of Mongolia‘s foreign policy shall be safeguarding of its security 
and vital national interests by political and diplomatic means and creating a 
favorable external environment for its economic, scientific and technological 
development. The first priority is to have all round good neighborly 
cooperation with Russia and China, without adopting the line of either 
country,
145  
While   developing  friendly relations with the USA, Japan, 
Germany and  other  developed  nations, European, ASEAN, SAARC 
countries. 
146 
In general, the emergence of new situation under the impact of 
political reforms and economic restructuring especially during 1990-92 
brought Mongolia at a crossroad where it had to consider its future 
development and security issues in the frame work of geopolitical realities. 
In the past decade Mongolia has broadened its presence in the world by 
strengthening its bilateral and multilateral ties. Mongolia is reinventing itself 
as an emerging democracy to redefine the future in its ancestral traditions. 
The future of Mongolia will depend not only on well established 
relationships with its two neighbors China and Russia on the vertical level 
but also on its relation with the outside world. Mongolia is committed to 
peace and stability in the Asia and Pacific region which is vital for 
Mongolia‘s development for it wishes to take the advantage of international 
cooperation in the field of commerce and economic cooperation. 
 The new leadership of Mongolia confirmed its commitment to the 
democracy of social life and has started a new drive aimed at switching the 
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national economy of the country from centrally planned to the market 
economy. The number of laws, such as on foreign investment, on economic 
entities, banking law, etc have been adopted and privatization process is now 
well underway in the country.
147
 To begin with, initiatives towards 
liberalization of Mongolia‘s economy with establishment of a new banking 
and financial system as well as privatization laid the foundation for the 
development of a market economy. In fact, a rapid transition in Mongolia‘s 
economy was achieved by ―shock therapy‖ mainly through adoption of three 
key mechanisms, i.e., privatization, currency reform, and price and wage 
liberalization.
148
 Not only the livestock sector, the backbone of Mongolia‘s 
economy witnessed privatization but also a number of private companies 
were allowed to operate in key sectors.
149
 The main focus of economic 
growth was given on the utilization of natural resources including 
agricultural, mineral, oil and water. As a result there has been surge in 
industrial sector, which led the growth of manufacturing units as well. On 
the trade front, although Mongolia‘s trade relations with the outside world 
expanded in recent years, there is still need of consistent trading partners 
who could help achieve Mongolia‘s economic security. With changes in 
Export-Import policy, Mongolia tried to attract as many overseas partners as 
it can. However, difficulties in trade partnership have also been realized due 
to high prices of domestic and foreign goods and services as well as weak 
financial capability of business entities involved in foreign trade.
150
 Even 
though, joint ventures with foreign companies have helped the country to 
witness growth in several key sectors of the economy. Interestingly, in July 
2003 the agreement on the cancellation of 98 per cent of Ulaanbaatar‘s Rb 
11.4 billion debt owed to the erstwhile Soviet Union, has removed a 
considerable financial burden from Mongolia, which could prove to be 
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beneficial in confidence building among foreign companies that ―considered 
the financial risk of investing in Mongolia is too high.‖151  
Mongolia is still refining its constitution to make it an efficient 
instrument of government.  One of the constitutional and legal debates that 
has persisted since 1996 is whether or not an MP can concurrently hold 
ministerial post. At first, the decision was negative. This state of affairs was 
one factor that brought down the first government of the democratic 
Coalition. Under debate also was the role of the president in vetoing or 
approving Prime Ministerial candidates. This question became the focus of 
the fierce debate when president Bagabandi (the MPRP) vetoed the 
democratic coalition nominee for Prime Minister seven times consequently. 
As a result of these and other battles, the period was characterized by 
ineffective governance and government.
152
 The first amendments to the 
Constitution, adopted by the Mongolian Great Hural in December 2000, 
despite opposition over procedure from the Constitutional court, were finally 
approved. In accordance with the new Constitution, other laws were passed 
as revisions, amendments and changes of existing law on political parties, a 
law on parliamentary and presidential elections, and a law on local 
elections.
153
 These newly passed laws reflected far more democratic 
practices and establishment of democratized institutions. For example, the 
political parties law allowed the establishment of parties which could run in 
the elections. Moreover, interest groups have blossomed.  For example, the 
NGO community has grown dramatically with more than 1,800 registered 
by the Ministry of Justice in 2000. Therefore, Mongolian citizens have 
several channels for representing their interests, including national NGOs. 
This demonstrates the empowerment of civil society in Mongolia to support 
the democratization process.  
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Emergence of political parties 
The choice of rules governing elections stimulated party formation, 
but rules alone cannot account for the remarkably strong and representative 
political parties that emerged in Mongolia in the mid-1990s. Resourceful 
leadership and dogged dedication to party-building by political 
entrepreneurs were also crucial. Significantly, while multi party democracy 
is still in its embryonic stage in Mongolia, there has been no lack of interest 
in forming political parties. Over the years, particularly since the end of 
single party rule, numerous parties and groups have been organised and 
reorganised or renamed in the process of democratisation. However, there 
remained a few political parties with major influence and stable 
membership.
154
 Unlike Hungary and several other post communist countries 
that developed reasonably stable and well-structured party systems in the 
1990s, Mongolia did not begin its transition with the benefit of alternative 
political parties, however small and repressed, already in place. Like their 
counterparts in the USSR, Mongolia's rulers under the old regime did not 
countenance even token opposition.
155
 Nor did the emergence of strong 
parties occur immediately after the start of transition. Until 1993, opposition 
parties remained diminutive and the MPRP was the country's only major 
political force. From 1993 to 1996, however, opposition leaders launched a 
vigorous effort to expand their parties, especially in the towns and rural 
areas outside the capital where over two-thirds of the population resides.
156
 
While they established a presence in each of the country's 21 aymags 
(provinces), they also amalgamated their organizations in a manner that 
reduced the number of parties and facilitated coordination during election 
campaigns.  By the time of the 1996 parliamentary elections, the 
oppositional portion of the political field was occupied by two major parties: 
the Mongolian National Democratic Party (MNDP) and the Mongolian 
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Social Democratic Party (MSDP). In the campaign, the two parties 
cooperated closely. They divided up electoral districts, supported one 
another's candidates, and came together to found the Democratic Coalition. 
The victory of the Democratic Coalition, whose candidates won 50 of 76 
seats, represented the fruition of nearly four years of tenacious 
organizational efforts. In contrast with most of Russia's liberal politicians, 
Mongolia's leading liberals, such as the MSDP's Gonchigdorj and the 
MNDP's Bat-Üül, did not regard the grind of cultivating constituencies and 
building parties as beneath their dignity. The esteem in which Mongolian 
liberals hold organizational prowess was reflected in their subsequent 
appointment of the Democratic Coalition's campaign manager, 
Mendsaykhany Enkhsaykhan, as prime minister. The combination of 
institutional stimulus and capable leadership produced one of the post 
communist region's most mature political party systems.
157
 The system is 
noteworthy for its degree and quality of differentiation. The MNDP stands 
for liberalism. While it supports rigorous measures to control crime and 
eschews pure libertarianism, it also favours deregulation in economic and 
social policy. The MSDP is nearly as liberal as its coalition partner but 
shows a somewhat stronger interest in social and environmental protection. 
The Mongolian People‘s Republican Party (MPRP) embraces social 
democracy and repudiates but it still claims to be the "most left" of 
Mongolian parties and accentuates its own commitment to poverty 
alleviation. As such, it is neither as nostalgic nor unreconstructed as the 
Communist Party of the Russian Federation nor as unabashedly liberal as the 
main communist-successor parties in Hungary and Poland.
158
 The parties are 
not only clearly differentiated in programmatic terms; they also recognize 
one another as legitimate representatives of opposing positions. In Russia, 
communists and nationalists call liberals "bolsheviks"; liberals call 
communists "fascists"; and every party calls itself "centrist." Such self-
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inflicted confusion and mutual non recognition makes a hash not just of 
party identities, but of political discourse and competition more broadly.  In 
Mongolia, by contrast, the Mongolian National Democratic Party (MNDP's) 
leaders call themselves liberals and the MPRP socialists; the MPRP's leaders 
call themselves leftists and the MNDP rightists. In addition to being well 
differentiated and established in their identities, Mongolia's parties are 
broadly inclusive and deeply rooted in society. The MPRP claims 86,000 
card-carrying members; the MNDP, 72,000; the MSDP, 50,000; and the 
MTUP, 15,000. Independent experts in Ulaanbaatar place the figures at 5 to 
10 percent less than those claimed by the parties themselves. Even if the 
figures claimed by the parties are deflated by 10 percent, the numbers still 
reveal that nearly one-fifth of Mongolia's adult citizens belong to one of the 
four major parties.
159
 This proportion is analogous to that found in West 
European democracies with strong, mature party systems.
160
  
 
 
3.2 TRANSITION TO DEMOCRACY  
The first step of transition to democracy for a former authoritarian 
regime or for a newly established country that has adopted democracy 
should be the creation of a democratic electoral system. This procedural step 
includes free and fair elections at the national level and the formation of a 
parliament and government according to the results of the election. The 
establishment of procedural democracy assures that the people that they can 
give power to the political party they support, changing the ruling group of 
the country as they want. Mongolia, a post-communist country, is a newly 
established and successful democracy. Following the establishment of the 
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Constitution, the first Parliamentary Election Law was adopted in 1992.
161
 
Provincial government election law and the presidential election law were 
approved in 1993 by the State Great Hural.
162
 The Parliamentary Election 
Law specifies that 76 members shall be elected to the State Great Hural of 
Mongolia through the use of a multi-member district majoritarian system, 
but the electoral law was amended in 1996 and initiated a single-member 
district system. The first of the democratic multi-party upper house 
proportional representation elections was held in July 1990.
163
 In 1990 
reforms were negotiated by the Democratic Party with the end of the 
monopoly of MPRP successfully and introduced free elections and 
democratic state institutions into the new Constitution of Mongolia. Before 
1990, the provisional parliament consisted of two-chambers, with a 430 
member directly elected lower house [The People‘s Great Hural] members, 
and fifty members indirectly elected members in the upper house [The State 
Little Hural]. The number of seats allocated to each party in the upper house 
had to be proportional to the number of seats held by the party in the lower 
house.
164
 In the 1990 election for upper house members, the MPRP was 
allocated 31 seats, the Democratic Party was given 13 seats and the Social- 
Democrats and the National Progress Party received 3 seats each out of total 
50 seats.
165
The newly constituted State Little Hural elected Punsalmaagin 
Ochirbat as President of Mongolia, D. Byambasuren as Prime Minister and 
Randaa sumberlin Gonchigdorj, the leader of the Mongolian Social 
Democratic Party as Vice-President and Chairman of the State Little Hural. 
The State Little Hural and President P. Ochirbat established the Constitution 
Drafting Commission. In January 1992, a new Constitution was adopted 
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ensuring human rights, and free and fair elections. The old two chamber 
parliament system changed to a one chamber parliament, and reduced the 
number of members from 430 to 76, elected for four year terms. The law 
stipulates that 76 member shall be elected by plurality vote in 26 multi-
member electoral districts each with either two or four mandates. 
There are 18 political parties registered in Mongolia, however elections 
have been dominated by the successes of the Mongolian People‘s Revolutionary 
Party (MPRP), while the opposition has formed a variety of coalitions to contest 
elections. In the 1992 and 2000 elections, the MPRP won over 70 out of the 76 
total seats in the Hural, making those periods of government much like other 
one-party dominant regimes such as the Institutional Revolutionary Party (IRP) 
in Mexico, the Kuomintang Party (KMT) in Taiwan, and the Liberal 
Democratic Party (LDP) in Japan. But unlike these countries, its dominance has 
not lasted long, since it lost to the Democratic Union Coalition in 1996 and 
shared power as result of the 2004 Parliamentary Elections. The MPRP 
comprises many of the political elements that dominated the Communist period, 
while the main opposition coalition was initially formed by Mongolian 
intellectuals influenced by political changes in the former Soviet Union. A the 
time of the transition, the MPRP won 357 out of 430 total seats in the  former 
Great Hural and until 1993 remained the only major political force. Opposition 
groups thus had to start from scratch in building viable party organizations that 
would challenge the hegemony of the MPRP. Between 1993 and 1996, they 
established their presence throughout the 21 aimags, and amalgamated their 
organizations to build a small set of stronger parties, which came together in the 
Democratic Union Coalition and defeated the MPRP in the 1996 Parliamentary 
elections.
166Mongolia now has ‗remarkably strong and representative‘ political 
parties that range across the ideological spectrum and have become deeply 
rooted in Mongolian society, whose formation was due to ‗resourceful 
leadership and dogged dedication to party-building by political leadership‘. 
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The 1992 and 1993 Elections 
On June 28, 1992, in the first parliamentary elections of the transition 
period, 76 members ran in twenty-six multi-member districts in accordance 
with the new Constitution and the State Great Hural Election Law that was 
adopted in April 1992. Mongolia has 18 provinces that form constituencies, 
three big cities, Darkhan and Erdenet, which form one constituency each, 
and the capital Ulaanbaatar city, which comprises six constituencies. 
Successful candidates were chosen on the plurality basis. Before the 
election, the Political Party law was approved by the parliament so that 
contesting parties officially registered by April 1992 could run in the 
election. Two coalitions and eight parties were registered to run in the first 
multi-party election. The first coalition, the Democratic Alliance, consisted 
of the Mongolian Democratic Party, the Mongolian Democratic National 
Progress Party and the Mongolian United Party.  The second coalition was 
comprised of the Mongolian Democratic Believers Party and the Mongolian 
People‘s Party.167The remaining eight parties ran independently.168 In the 
elections of 1992, 275 out of 293 candidates were from 10 parties/coalitions 
and the other 18 were independent candidates.
169
  Although the outcome of 
the election was disproportionate, the MPRP won a landslide victory with 70 
seats in the State Great Hural, while the remaining seats went to the 
democratic parties with the MDP-MNPP-UP Alliance winning four and the 
MSDP and independent one each. The government was formed by the 
MPRP under Prime Minister Puntsagiyn jasray, who had been a deputy 
chairman of the council of Ministers and a candidate member of the MPRP 
politburo at the end of the Communist period.  
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  A few months after the election, the MDP, the MNPP, the UP and the 
Mongolian Renewal Party merged together in October 1992 to form a new 
party called the Mongolian National Democratic Party (MNDP). Another 
political party, the Mongolian United Heritage (conservative) Party (MUHP) 
came into existence in 1993 by the amalgamation of the United Herdsmen‘s 
and Farmers Party, the United Private Owners Party, the Capitalist Party and 
the Independence party. In 1994, yet another political formation, the 
Mongolian Democratic Renewal Party came into being.
170
 
In Mongolia in 1992 the ruling Mongolian People‘s Revolutionary 
Party won 92% of the seats with only 57% of the votes.   This was 
considered by many to be not merely unfair but dangerous to the democracy, 
and the electoral system was consequently changed for the elections of 
1996.
171
 Massive Soviet economic assistance during the post Second war 
period enabled the MPRP to improve living standards throughout the 
country, and deliver public health programs and education to even the most 
remote nomadic families. Better living conditions contributed to the 
legitimacy of the MPRP, which became a symbol of prosperity and stability, 
especially in rural areas.  The party also claimed links with the national hero 
Sukhebaatar, who led the 1921 revolution and is conventionally perceived as 
the liberator of the country from Chinese rule. Furthermore, Mongolia 
Soviet friendship and their military alliance   were regarded as a sole 
guarantee against the Chinese reclaiming Mongolia as ‗lost territory‘. The 
MPRP dictatorship was further reinforced through the state controlled media 
and education systems, which repressed alternative views. All these factors 
were crucial in endowing the party with necessary legitimacy as long as the 
Soviet system remained dominant.
172
 The election law increased the number 
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of constituencies from 24 to 76, making them all single –seat constituencies, 
while preserving the majority vote system. The MPRP received 
approximately 60 percent of the vote from the twenty country 
constituencies. Most candidates were MPRP leaders and well-known party 
members. Local Communist leaders in the countryside were more widely 
recognized and popular, and people in rural areas were all MPRP members. 
A new government with a new policy towards economic reform was formed 
under P. Jasrai of the MPRP known as the architect  of  the cautious 
economic reforms of the mid- 1980‘s. Although a liberal economist by 
MPRP standards, Jasrai was considered to be an acceptable candidate by 
conservatives as a representative of the ―old‖ (predemocracy) MPRP. His 
government maintained the basic policy orientation toward economic 
reforms.   
On June 6, 1993 Mongolia had its first free multi-party presidential 
election.  Only parties holding seats in the State Great Hural were allowed to 
nominate presidential candidates, who then participated in the two-round 
presidential election. Although, voters did not have a substantial knowledge 
of presidential power or the Presidential Election Law, voter‘s turnout was 
high at 92.7 percent.
173
 The former President, P. Ochirbat, was rejected as 
the MPRP candidate and he joined the Mongolian National Democratic 
Party. So the Democratic Alliance accepted him as their candidate for the 
Presidential election. P. Ochirbat was re-elected for a second term as 
president with 58 percent of the votes.
174
 His competitor, L. Tudev
175
 
received 38 percent of the vote. For P. Ochirbat the loss of his MPRP party 
membership provided him with a good opportunity which allowed him the 
chance to be re-elected in cooperation with democratic forces. P. Ochirbats 
charismatic personality equipped him well to serve as president and he 
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managed to strengthen his reputation during his presidency. There were 
several reasons why he was able to receive voters. Support and improve his 
reputation, including the fact that people thought it would be a bad idea to 
change the president frequently during the transition to democracy.
176
 Rather 
than basing their vote on personal characteristics, L. Tudev‘s supporters 
believed that he would consider the country‘s best interests while in 
power.
177
 The first presidential election proved that democracy in Mongolia 
had been strengthened and gave citizens the opportunity for meaningful 
choice. The majority of the population from the big cities, as well as Central, 
Gobi and Eastern provinces, supported the Democratic Party member P. 
Ochirbat, while the Western provinces voted for the communist MPRP 
member L. Tudev. P, Ochirbat won 14 of 18 provinces.
178
 The first 
presidential election played a significant role in establishing a balance 
between the presidency and the parliament. The outcome of this election saw 
the communist party come into executive power and the democrats gain 
control of the parliament. Thus this presidential election led to a balance 
between the two major political forces and that strengthened the democratic 
transition. 
After this presidential election, people realized the importance of 
accurate information from the press in a democratic society and at the next 
elections. In April 1994, twenty persons began a hunger strike at the 
Sukhbaatar square in Ulaanbaatar demonstrating against the corruption of 
the current government and for the freedom of the press on a national scale. 
Eventually the government accepted their demands and promised to revise 
electoral law, grant freedom of the press, and take measures for preventing 
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corruption.
179
 In addition to such demonstrations for public interest, there 
were other demonstrations by various interest groups in the civil society.  
Such activation of the interest groups and NGO‘s promoted the vitality of 
the Mongolian civil society and helped influencing the parliamentary 
election in 1996.  
 
The 1996 Election 
Article 26 of the Election Law, revised in January 1996, and divided 
Mongolia into 76 single member districts with one candidate chosen from 
each constituency.
180
 On 30 June 1996, the Democratic Alliance (DA) 
consisting of the Mongolian National Democratic Party (MNDP) and the 
Mongolian Social Democratic Party (MSDP) ended the seventy-five year 
parliamentary majority of the Mongolian People's Revolutionary Party 
(MPRP). The alliance captured 65.8 percent of the 76 seats at stake in the 
Great State Hural, Mongolia's parliament. The MPRP lost 45 of the 70 seats 
the party had obtained in the previous election.
181
 By and large, almost all 
the seats in Parliament were won either by the Democrats or the MPRP 
except for one seat which was won by O. Dashbalbar of the Mongolian 
United Heritage Party (MUHP). Though the outcome of the polls revealed a 
considerable set back for the Communist leaders, the most unpredictable 
aspect of the result was the defeat of all independent candidates in elections 
and thus the Mongolian parliament remained unrepresented by 
independents. The unexpected results of 1996 elections indeed marked the 
first major change of political power in Mongolia in its almost 75 years of 
history. With all this sudden change there was an obvious sense of 
excitement among the young people in the government who wished to move 
the country and its people ahead with a number of ambitious plans at hand. 
                                                 
 
180
  Yadamsuren, p. 201 
181
  Alan J. K. Sanders, Historical Dictionary, pp. 206. 
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
73 
The coalition used the 1994 ―Contract with America‖182 as a model for the 
―Contract with the Mongolian Voters‖.  The Contract was the most widely 
disseminated document in Mongolian history, with numerous promises for 
sweeping political, economic, and social reform.
183
 The election was a 
watershed event in Mongolia's short history of democracy. The new 
government under Premier M. Enkhsaikhan carried out a number of highly 
unpopular measures that, for instance, led to a drastic rise in energy prices. 
Moreover, service fees and the prices for other daily necessities rose by 
about 40 percent. Consequently, the DA lost popular support within a short 
time. The situation worsened when the new government had to admit that it 
lacked qualified personnel to replace the MPRP-loyal bureaucrats it had 
sacked at all levels of administration. Although its election platforms 
promises sounded unrealistic, for the first time in Mongolian history 
democrats won a parliamentary election and the DUC gained 50 of the 76 
seats. The MPRP lost it hold on power for the first time in seventy-five years 
and received just 25 seats in the State Great Hural. The voter turnout was 92 
percent. The new Hural, with an average age of 38, reflected the youth of the 
country.  Seven of the new MPs were women, up from three in previous 
Hural but down from the 20% mandated in the one-party period. Seventeen 
of the new MPs were in private business or were leaders of NGOs, reflecting 
the rise of civil society as an important political force.
184
 Most elected 
parliamentarians were well known DUC party members who had actively 
taken part in the pro-democracy movement. The 25 elected MPs from the 
MPRP were former MPs in the 1992-1996 parliaments. However, this 
election victory brought various challenges and difficulties for the democrats 
because experienced MPRP bureaucrats and well qualified professionals 
were replaced with the younger and less-experienced DUC party members. 
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Former MP and economist, Mendsaikhan Enksaikhan, head of the DUC, 
was elected as the new Prime Minister. Besides, the democratic Coalitions 
four years in power had been characterized by political infighting within the 
coalition itself, a corruption scandal, and an attitude among coalition 
members that often seemed to put personal political ambition over coalition 
or national interests.
185
 The new government introduced judicial reforms and 
radical economic reforms, freed the media, and strengthened the legal 
system. While the coalition tried to do everything it could to run the 
government, the MPRP, which never had to worry about democratic 
procedures in the past, learned quickly as to how to use principles of 
parliamentary procedures and constitutional law to obstruct the coalitions 
reform agenda.
186
 Fortunately, the transition from the incumbent to the 
Democratic Union proved to be peaceful and smooth, an important step 
toward democratic consolidation, because the communist party was voted 
out of power and the opposition democrats were voted in. Thus democracy 
was further consolidated and strengthened in Mongolia.  
Mongolia‘s democratic transition period continued into the second 
presidential election in 1997. Three candidates were nominated from the 
parties holding seats in parliament. N. Bagabandi, the former speaker of the 
State Great Hural, was nominated by the MPRP; P. Ochirbat, was nominated 
by the Democratic Alliance; and Jambin Gombojav was nominated by the 
Mongolian United Conservative Party. On May 19, 1997 N. Bagabandi, the 
candidate for the MPRP, won the second presidential election.
187
 He was 
supported by 60.8 percent of the electorate on a platform that proposed to 
slow down the rapid political and economic reforms undertaken by the 
previous government. Incumbent President P. Ochirbat of the Democratic 
Union split the remaining vote by 29.6 percent with J. Gombojav who 
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received 7.7 percent of the vote.
188
 Once again, there was a high turnout of 
85 percent of the 1.1 million eligible voters. N. Bagabandi had strong 
financial and media support from the MPRP.
189
 Competitor J. Gombojav had 
extensive experience working in the rural areas, so he received votes from 
herders. On the other hand, incumbent president P. Ochirbat relied on his 
personal charisma and a platform that focused on economic reforms such as 
tax free imports; this proved very attractive to voters.
190
 Yet, P. Ochirbat was 
not sure whether he would receive the same support that he had gathered 
during his first presidential victory. The Democrats, however, could not find 
any other reputable candidate who could meet the age requirement of 45 
years under the presidential election law. This election result also proved 
that the voters Preference could shift dramatically from one political party to 
another. Voters considered the candidate‘s official position, party affiliation 
and past political performance. This is a strong indication that Mongolian 
voters are prepared to see regime change and indicates that the ongoing new 
elections are genuinely democratic and that the transition to democracy 
continued successfully. 
 
The Parliamentary Election of 2000 and the 2001 Presidential Election 
After the Democratic Coalitions four years in power in July  2000,  
parliamentary elections,  82.43% of the electorate cast their ballots,  in 
which the pendulum of power swing back again to the MPRP. They won 72 
of 76 seats (95%) in the parliament, creating another one party government, 
similar in numbers to that in 1992.
191
 One member of the MNDP, former 
Prime Minister J. Narantsastralt, was one of only four non-MPRP MPs 
elected. Another was S. Oyun, head of The Citizens. Will Party, The Green 
Party Coalition re-elected from her constituency in Dornod province. The 
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third was B. Erdenebat, chairman of Mongolian New Socialist Democratic 
Party, who won election in Ulaanbaatar. A single independent, L. Gundalai, 
won with 41.57 percent of the vote in Khuvsgul province.
192
 Overall the 
result was so unbelievable that many in the political circles thought that the 
election law needed to be reformed so that the number of seats held by 
different parties in the parliament could more closely reflect the popular vote 
besides leading to more meaningful debate of the government‘s legislative 
agenda.
193
 There are several explanations for the defeat of the democrats. 
First, in a four year period four governments had been formed. This 
displayed a degree of instability and a failure to provide leadership. Second, 
the various governments had made a series of mistakes on economic reform. 
Third, the Coalition had split before the election and each party ran an 
independent slate of candidates. Therefore, the democrats had not fulfilled 
the people‘s expectation. Although almost fifty percent of the people argued 
that living conditions under the communist regime were better than during 
the democratic transition period, voters feelings also seemed mixed about 
Mongolia‘s communist past; the majority said that a return to communism 
was not a desirable choice. During the election, the most important concerns 
of the Mongolian people were unemployment and poverty. Furthermore, one 
party had controlled the government for almost 70 years and it had been 
difficult to beat. It had local-level organization, the support of some national 
newspapers and the people‘s habits in voting for it. Half of the MPs 
nominated from the MPRP were former MPs while the other half were new 
to the parliament. This shows that people trusted the MPRP by voting for 
incumbent MPRP members of the parliament. New opposition parties and 
candidates clearly had no experience in policy-making whereas the MPRP 
members did. In Mongolia, the MPRP is trusted as Mongolians express a 
strong culture of support for well-educated, experienced individuals during 
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election. Party platforms are important in analyzing competing parties‘ goals 
during elections. Political platforms offer a good indication of the possible 
future government program. Although concerns were raised over 
uncertainties as to which direction the new MPRP government will go in the 
next four years, the year 2001 saw the MPRP consolidating its political 
power and demonstrating its resolve to keep market economy reforms on 
track.
194
  Party‘s slogans and platforms were put forward throughout the 
2000 election. People began to look at the slogans to help make their 
decisions, despite the fact that some people became cynical that parties 
could not keep their promises during the election campaign. For example, 
the MPRP slogan was Let’s recover the state from the crisis and rescue the 
people from poverty.
195
 The MPRP focused on the instability of the previous 
coalition government. Also the party‘s platform emphasized its commitment 
to build the Millennium Road, a two-lane asphalt highway across Mongolia. 
The Millennium Road project was to be completed by 2011. With its 
completion, the country will be connected with Central and Northeast Asia. 
Promises of the Millennium Road project attracted many votes.  
The Citizens Will Party, The Green Party Coalition slogan was, ‗It 
will depend only on your civic courage‘.196 The new coalition platform was 
focused on the rule of law, and transparency and accountability in 
governance. The MNDP slogan was ‗Your choice is the future of 
Mongolia‘.197 The slogan of the Motherland-Mongolian New Socialist 
Democratic Party (MNSDP or EREL Corporation) was ‗Believe in Yourself 
and Do It Yourselves‘. However its reputation was centred on Chairman B. 
Erdenebat, who also owned the sole business that funded his party. When 
the MPRP came to power the new Prime Minister and chairman, N. 
Enkhbayar, officially stated that the new government would not introduce 
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major changes in the transition process. The MPRP General Secretary, L. 
Enebish, became the new Speaker of Parliament. It was very hard, however, 
for the opposition to oppose the MPRP in government or in Parliament 
because the MPRP had control over both parliament and the presidency. 
This example demonstrates that Mongolia kept coming back to 
authoritarianism from democracy by the alternation of power every four 
years. This example demonstrates that power shifted from the more 
authoritarian to the democratic forces in alternate elections without a major 
disruption in the transition to democracy.  
The International Republican Institute observers and other 
international delegations observed the entire electoral process in the 2000 
parliamentary election. They evaluated the whole election process starting 
from the pre-election period, election-day, the counting of ballots and until 
the transfer of power. Their report claims that .the ongoing support of 
international NGOs such as the International Republican Institute, Konrad 
Adenauer Foundation, Open Society/Soros Foundation, USAID, the Asia 
Foundation and others has been critical in helping build the opposition‘s 
election strategy and efficiency, in teaching citizens how to hold fair 
elections, and in encouraging all political parties to publicize their 
platforms.
198
 In general, the observers did not notice any systematic electoral 
irregularities, but there were some minor issues such as the lack of 
uniformity in voter registration, problem in the distribution of voter identity 
cards, the counting of absentee ballots and the improper use of mobile 
boxes.   
Following the surprising results of the 2000 election, there was another 
important political event. the presidential elections on May 20, 2001. The 
strong presence of the MPRP in Mongolia‘s political arena was also felt 
when the incumbent president N. bagabandi‘s re-election demonstrated the 
continued weakness within the opposition democrats despite the fact that the 
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latter had united themselves into a single party.
199
 The presidential election 
victory enhanced the MPRP‘s political dominance.200 It illustrated the 
democrat‘s difficulties in rebuilding public confidence after their four 
tumultuous years in power. They made unpopular and painful decisions to 
liberalize Mongolia‘s economy during that time, but four successive 
Democratic Coalition governments marked their rule, a corruption case, 
political stalemate exacerbated by the MPRP, and failure to improve the 
standard of living.
201
 Despite the Democratic Party‘s appeals for a balance of 
power between the presidency and the parliament, the MPRP incumbent 
President N. Bagabandi won in an election that was widely viewed as free 
and fair. The MPRP, which adopted a social democratic doctrine in 1997, 
had worked to show the public and the world that the party had left its 
communist roots behind. They deepened the democrat-initiated economic 
reforms and generally maintained the environment of political and economic 
openness that Mongolia has enjoyed for the past decade.
202
 Both the 2000 
and 2001 elections returned political power to the MPRP at the presidential 
and parliamentary levels. The 2001 democratic election demonstrated that 
peaceful transitions occurred in Mongolia, and further proved that elections 
became an important part of Mongolia‘s transition to democracy. The fact 
that the parliamentary elections resulted in political power changing hands 
from the MPRP to the Democrats in 1996, and then back to the MPRP in 
2000, demonstrates that democracy is consolidating its roots in Mongolia.  
 
The 2004 Elections 
As the June 27, 2004 Parliamentary elections approached, the ruling 
MPRP appeared  to be winning  another term of the government. There 
seemed to be no obvious challenger.  During the election campaign, the 
MPRP offered a guaranteed annual growth rate of at least 7 percent, and 
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pledged to increase the productivity of the agricultural industry, to double 
the exports from the mining industry, and to create 145,000 new jobs but at 
the same time, it had to deal with questions about the persistence of 
poverty.
203
 This time the democratic opposition decided to form a strong 
coalition because of lessons learned from the 2000 election experience. Prior 
to this election the two major incumbent opposition parties in parliament, the 
Mongolian New Socialist Democratic Party and the Citizens Will Party, 
contested the election together joined with the Democratic Party as the 
Motherland Democratic Coalition (MDC). MDC candidates spoke of a 
guaranteed economic growth rate between 6 and 10 percent, and promised a 
5-year tax exemption for shepherds, a radical reform of the tax system, and 
to encourage foreign companies to invest in Mongolia's agriculture. Seven 
political parties and 15 independent candidates ran in the 2004 general 
election.
204
 The initial election results astonished the public and international 
observers. The MDC and MPRP captured 36 seats each, the Republican 
Party one, and independents three. The MPRP lost half of its seats from the 
previous election, whereas the coalition parties increased its share from three 
to 36 seats.
205
 
There were a total of 1,279,516 eligible voters in the remaining 74 
constituencies. Voter turnout averaged 82.2 percent, more or less unchanged 
from 2000. There were 15,234 invalid votes. The MPRP won 49 percent of 
the vote, down around 8 percentage points on the last election; the parties of 
the MDC gained 7 percentage points, winning 44 percent of the vote. 
Despite losing the disputed seats, and therefore dropping slightly below seat 
parity with the MPRP, the MDC was the real winner of this election. It 
                                                 
203
 Sharad K. Soni,  opcit.P. 21. 
204
 These seven parties are MPRP - Mongolian People's Revolutionary Party,     Democracy 
Coalition, RP - Republican Party, MPNU - Mongolian Party of    National Unity, MUCP - 
Mongolian United Conservative Party, MLP -    Mongolian Liberal Party, MGP - Mongolian 
Green Party.  
205
 The ruling party, however, immediately filed a complaint to the election  commission about 
voting irregularities at two polling stations in electoral district 59 (Ulan Bator) and at one 
polling station in electoral district 24    (Uvurkhangai). The administrative court ruled the 
election in both constituencies invalid, thus reducing MDC‘s seat tally to 34. Legal wrangling 
was still continuing in December 2004, with neither seat yet filled.  
206 GLOBE International www globeinternational.org 
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
81 
benefited hugely from the unity it had lacked in previous elections, and 
which had long been the hallmark of the MPRP and its campaign. The MDC 
coalition also gained by its welfare plans, which proved popular. Public 
opinion turned further against the MPRP in reaction to the party‘s fairly 
blatant abuse of its advantageous media position during the campaign.
206
  As 
the situation led to a hung parliament, it was suggested that it would be 
illegal for a government to be formed that relied on the support of the three 
independent members of parliament and therefore the only way out was a 
coalition government.
207
Otherwise there was no option but to hold another 
election, which was not conducive considering the economic health of the 
country.  This finally led to the formation of a grand coalition government of 
the MPRP and the MDC under Prime Minister Tsakhiagiyn Elbegdorj of the 
Democratic Party. With MPRP took over ten positions in Elbegdorj‘s 18- 
member cabinet, it was decided that the next prime minister was to be 
nominated among the candidates of the MPRP in 2007.
208
 To explain the 
election results, we need to analyze the party campaigns and the party 
platforms. 
  Many factors affected the MPRP‘s loss of its majority and the 
surprising victory of the Coalition.  The main factors were: The MPRP‘s 
election platform for the parliamentary election in 2004 had as its slogan ‗for 
you and with you/ your party and my party‘. The party promised that the 
MPRP would continue to pursue policies focusing on social security; the 
State‘s increased attention to welfare policy and expanded public services 
for people of all ages. Great emphasis was placed on unemployment and 
poverty, and greater attention was devoted to public health and education. 
According to the platform, the MPRP would continue to implement the on-
going major developmental programs, such as the Millennium Road project. 
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The MPRP also promised to improve the efficiency of state services and to 
lessen bureaucracy.
209
 The Motherland Democratic Coalition presented a 
platform with 21 main aims to support the well-being of citizens, 
particularly families and children; to encourage businesses; and to put an 
end to authoritarian tendencies within the bureaucracy. The party slogan was 
―Let‘s remove current pressures and support households.‖210 They suggested 
in their platform that they would implement a Money of Trust policy that 
would allocate and pay ten thousand tugrugs every month to all children 
below the age of 18.
211
 The Coalition addressed the fact that Mongolia has 
one million children. There was an assumption by people that this ‗Money 
of Trust. Policy‘ would attract many voters. The party intended to support 
households by providing social welfare, education, health care, and poverty 
reduction for the entire population with the hopes of encouraging people to 
benefit from a bright future. On the other hand, the Mongolian Republic 
Party platform promised to reform current banking and financial institutions 
which were charging very high interest rates; to create opportunities and 
conditions to build private housing; to increase the salary of civil servants to 
US$ 300 per month, and to improve sustainability and accountability of the 
government.
212
The new social welfare policies addressed by political parties 
during this election campaign showed that the parties had different views 
and approaches. But the fragile coalition government did not remain intact 
for long and finally on January 11, 2006 collapsed altogether when all the 10 
MPRP cabinet members resigned in protest to what they described as ―the 
coalition‘s ineffective governance and loss of public support.‖213  The MPRP 
accused the Democrats of cheating in the election. They abused the power of 
incumbency to monopolize state-controlled radio and television. The MPRP 
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was able to abuse their political power because Election Law Article 10 
states that, Parties represented at the State Great Hural shall be financially 
supported from the state budget according to the number of seats they hold. 
The amount of financing and the procedure thereby shall be determined by 
the State Great Hural.
214
  
The new social welfare policies addressed by political parties during 
this election campaign showed that the parties had different views and 
approaches. To minimize the likelihood of election fraud and help ensure 
fair election practices, the State Great Hural reformed electoral laws after the 
2004 election. The reason behind the collapse of the democratically elected 
government was cited as the troubled governments struggle with growing 
unemployment, allegations of corruption, and factional differences. The 
ever-growing disillusionment with the coalition‘s rule was reflected in 
Presidential elections in May 2005, when the former Prime Minister 
Nammbaryn Enkhbayar of the MPRP won the presidency with 53.4% of the 
vote as against 19.7% mustered by his Democracy party rival. 
Mendsaikhan.
215
 The collapse was followed by days of protests in the 
Mongolian capital which witnessed some protesting government corruption 
and economic deprivation, while some accusing the MPRP of attempting to 
seize power for itself.
216
 Finally on January 25, 2006, Miyeegombo 
Enkhbold, the former Ulaanbaatar Mayor and the MPRP Chairman was 
chosen by the Parliament as the new Prime Minister to succeed Elbegdorj.
217
 
The Democratic Party was reported to have declined the MPRP‘s proposal 
of entering what the latter called as the government of ―national unity‖ and 
instead decided to function as an opposition or build an alternative ―shadow 
government‖.218  However, nothing short of a so –called ―shadow 
government‖ is visible and it now appears that the MPRP is in full swing. As 
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regards the issues of country‘s welfare, the political crisis following 
dissolution of the coalition government has had no effect particularly on 
implementing country‘s security and foreign policy objectives. 
 
 
2008 ELECTIONS 
Legislative election in Mongolia was held on June 29, 2008. A total 
of 356 candidates were running for 76 seats in the State Great Hural 
According to official results published on July 14th, at least 39 seats went to 
the ruling Mongolian People‘s Revolutionary Party (MPRP), and at least 25 
seats went to main opposition party, the Democrats (DP). Ten seats 
remained subject to possible recounts. After intermediate results published 
on June 30th showed a clear MPRP victory, DP chairman Elbegdorj 
declared on July 1st that the elections were rigged and that his party would 
not accept these results.
219
 Protests against the election results turned violent 
on the evening of July 1st, and protesters sacked the MPRP headquarters in 
downtown Ulaanbaatar. Five protesters were killed, and around midnight a 
four-day state of emergency was declared. Turnout was 74.3%, considerably 
lower than the 82% of the 2004 election. 311 candidates from 11 parties and 
one coalition, plus 45 independent candidates, were running for election, 
only 28 of them incumbent MPs. As in previous elections, there were 
instances of candidates making monetary payments to voters. After 
immediate results showed a clear MPRP victory, DP Chairman Tsakhiagiin 
Elbegdorj declared that his party would not accept the election results, and 
alleged that the elections had been rigged. On a press conference held on 
July 7th, DP politicians D.Dorligjav, Z.Enkhbold and L. Gundalai said that 
there had been massive irregularities with voter registration. Some of their 
claims were later repudiated by the central registry office. Other allegations 
were irregularities in the counting process, and voter bribery. International 
observers, however, described the election as free and fair. 
                                                 
219
 www.ipu.org/pdf/publications/elections08-e.pdf 
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
85 
On September 11th, S. Bayar was elected as new prime minister of a 
coalition government between MPRP and DP.  
  The Mongolian people were particularly interested in the 2008 
election because it effectively decided who controls the development of 
Mongolia‘s wealth of natural resources. Mongolia‘s countryside is rich in 
mineral resources, especially copper. The extraction of these resources is 
expected to generate significant wealth.
220
 Whoever controls these national 
resources is projected to amass considerable power and riches. The 
Democratic Party believes that corporations should be given the right to 
develop the mineral deposits, while the MPRP intends to maintain 
government control of the resources.
221
  
 
 
PRESIDENTIAL ELECTION OF 2009 
The incumbent Mongolian President Nambaryn Enkhbayar lost to 
former premier Tsakhiagiin Elbegdorj of the opposition Democratic Party.
222
 
Tsakhia Elbegdorj was sworn in as Mongolia's President after winning the 
May 24 election with 51.21 percent of the vote. 
223
Born in 1963, Tsakhiagiin 
Elbegdorj was one of the leaders of the peaceful revolution that ended the 
Communist dictatorship in 1990. Since then, he has served as prime minister 
twice, in 1998, and in 2006- 2008. 
 Mr Enkhbayar sought to display his competence as head of government 
during the last few years, albeit without the effect he had hoped for. His 
campaign seemed listless, the MPRP‘s campaign machine was slow to start, 
and there were hardly any of its representatives who promoted the president 
visibly and efficiently.
224
 Mr Mendsaikhany Enkhbayar embodied 
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statesmanship with his experience as party chairman and prime minister, but 
the way in which he did it was not convincing. He did earn some respect 
with his attempt to revive Buddhism, but it was just that attempt which made 
him appear cynical because the MRPP was the party which had tried to 
extirpate Buddhist culture in 1937/38 by order of the Soviets and prosecuted 
any religious practice until the eighties. Another factor which Mr Enkhbayar 
had underestimated was the people‘s wish for change. The steadily widening 
social gap is worrying many Mongolians. Moreover, people are fed up with 
corruption, an evil that is largely associated with the ‘old guard‘, of which 
the president of the country is seen as the most prominent member. For Mr 
Elbegdorj and his DP, the chances of winning the elections looked anything 
but good at first. The challenger himself was criticized with having partially 
caused the explosive atmosphere in the capital with his massive charges of 
electoral fraud against the MRPP. Moreover, his image was further tainted 
when he lost his position at the head of his party and refused to form a 
coalition government with the ruling party. When the opposition joined 
forces and Mr Elbegdorj was supported by the chairpersons of the minor 
parties, large segments of the population were added to his following: Mrs 
Ouyn, the head of the CWRP and onetime foreign minister, is sister to the 
country‘s leading democracy activist, while Mr Enkhbat, the chair-man of 
the Greens, is seen as epitomizing civil society.
225
 Even Mr Obama‘s 
‘change‘ slogan had its effect when Mr Elbegdorj, a gifted orator, used it to 
put himself into the limelight – in a country where the importance of 
television is growing. The still-young Democratic Party has certainly been 
strengthened enormously by the outcome of the election of May 24. 
226
 
 Moreover, it is a personal triumph for Mr Elbegdorj himself, all the more 
so as he was twice dismissed before the end of his term when he was prime 
minister before. The new president of Mongolia will not have much time to 
make good on his promises and present his first successes. The population 
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has been growing impatient since the last parliamentary elections as both 
major parties had made many promises then, the most important among 
them being that Mongolians should have a generous share in the revenue 
from the sale of primary goods. At that time, there was some talk of massive 
foreign investments in mining. However, these will hardly materialise, not 
only because of crisis but also because of the passivity of parliament, which 
keeps deferring the execution of the relevant contracts. At the same time, the 
new president himself will be largely relegated to the role of observer in all 
these matters.  His accession to the presidency will give the Democratic 
leader a voice in foreign affairs, defense and judicial matters wherein the 
President has specific constitutional roles. It will also balance Mongolia‘s 
relations with Russia in relation to its southern neighbour China and third 
neighbours, which include the United States, Japan and Europe. 
  
Appendix II: POLITICAL DATA 
 
 
Name of the State: Mongolia 
Form of the Government: Republic Semi-presidential Westminster system 
Structure of the Legislature: Unicameral legislature, State Great Hural 
(UlsinIkh Hural) 
Size of the territory: 1.6 million square kilometers 
Size of the Population: 2, 504.000 (2003) 
 
PRESIDENTIONAL ELECTION RESULTS 1993- 2001 
Table 1: 
 
Presidential Election, 6 June 1993  
Turnout: 92.7% 
Candidate                                    Votes                % of Vote 
Punsalmaagin Ochirbat               592,836             57.8 
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
88 
Lodoin Tudev                               397,057              38.7 
Invalid                                            36,077                 3.5 
Total valid                                     989,893                96.5                                       
Number of voters listed 1,106,403 
 
 
Table 2 
Presidential Election, 19 May 1997  
Turnout: 85.1% 
Candidate                                       Votes                      % of Vote 
Natsagin Bagabandi                     597,573               60.8 
Punsalmaagin Ochirbat               292,896             29.8 
Jambin Gombojav                65,201            6.6 
. 
 
Invalid                                                26,970               2.7 
Total valid                                           955,670                           97.3 
Number of voters listed                        1,155,228.
227
 
 
 
 
Table 3 
Presidential Election, 20 May 2001  
Turnout: 82.9% 
Candidate                              Votes        % of Vote 
Natsagin Bagabandi                581,381          58.1 
RadnasumbrelinGonchigdorj 365,363          36.5 
Luvsannyamin Dashnyam    35,425              3.5 
                                                 
227
 National Statistics Office of Mongolia, Statistics 2003 Ulaanbaatar,  2003,Gunfsambuu 
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Election  Commission Ulaanbaatar, Mongolia 2002, 93-118. 
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Invalid                                         17,411        1.7 
Total valid                                 982,714          98.3 
Number of voters listed              1,205,885  
Table 4 
Presidential Election, 20 May 2005  
Turnout:  74.9% 
Candidate                              Votes        % of Vote 
Nambariin Enkhbayar              495,730          54 
Mendsaikhany Enkhsaikhan 184,743          20.20 
Bazarsad jargalsaikhan               129,147                           14.1 
Badaech Endenebat                     105.171   11.5%             
Number of voters listed  914,791  
                  
Number of voters listed              1,205,885 
Presidential Election, 20 May 2009  
Turnout: 73.52% 
Candidate    Votes   % of Vote 
Tsakhiagiin Elbegdorj  562,459   51.24% 
Nambaryn Enkhbayar  520,805   47.44% 
Number of voters listed  1,083,264 
228
 
 
Appendix III: Votes and Seats in the Parliamentary Elections 1992-2004 
Table 1  
Parliamentary Election, 28 June 1992  
  
Turnout: 95% 
 
Party Coalition       Seats 
MPRP          70 
Democratic, National Progress 
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And United Parties Alliances     4 
MSDP         1 
Independents        1 
Total         76 
 
Table 2 
Parliamentary Election, 30 June 1996   
Turnout: 92% 
Party Coalition       Seats 
DUC         50 
MPRP        25 
Mongolian Traditional United Party    1 
Total        76 
 
Table 3  
Parliamentary Election, 2 July 2000  
 Turnout: 82% 
Party Coalition       Seats 
MPRP       72 
MNDP-MRDP       1 
Mongolian New Socialist Democratic Party  1   
Citizens Will/Green Party Coalition    1 
Independents       1 
Total         76.
229
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Table 4 
Parliamentary Election, 27 June 2004  
 Turnout: 82% 
Party Coalition      % of Vote Seats 
MPRP       47.3 36 
Motherland Democratic Coalition  44.7 34 
Mongolian Republican Party   1.47 1 
Independents      3.9 3 
Invalid      2 
Total        76.
230
 
 
 Appendix IV: Voter turnout, Parliamentary and Presidential Election 
Year of election    Voter turnout 
 
1992 Parliamentary   95.60% 
1993 Presidential    92.7% 
1996 Parliamentary   92.15% 
1997 Presidential    85.06% 
2000 Parliamentary   82.43% 
2001 Presidential    82.94% 
2004 Parliamentary   82.3% 
2008 Parliamentary   71.31%
231
 
2009 Presidential  73.52% 
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CHAPTER-IV 
DEMOCRATIC CHANGESAND ITS IMPACT 
 
 
4.1 Administrative problems and reforms 
Transition is not a one way process of change from one homogenic 
system to another, rather transition constitutes a complex working of old 
socio, economic and political system distinct to   one of the boldest projects 
in contemporary history, i.e. the attempt to construct a form of capitalism on 
and  with  the ruins of the communist system. 
232
  Even though democracy is 
a relatively recent phenomenon compared to the history of humankind and 
civilization, yet it has historically proven its legitimacy and advantages with 
concomitant results. Many countries and nations have made a transition to 
this system in the past 10-20 years. These, first of all, include the 
underdeveloped countries of Africa, Latin American countries under the 
control of the military, Asian countries that suffered under strict 
dictatorships for many years, and post-communist Asian European countries. 
The collapse of the Soviet Union in the 1990s served as a catalyst for 
democracy to become a truly global phenomenon.
233
 At present, there are 
over 100 countries worldwide which are making a transition to a democratic 
state system. The transition toward social reforms that these countries are 
making has been rather stable, especially for the past seventeen  years. One 
of the common features of societies‘ current transition toward democracy is 
that it is being undertaken by peaceful means. It is no wonder that having 
experienced the Cromwell War, the French Revolution, and the American 
Civil War, to name a few, humankind is now renouncing bloody revolutions. 
Decommunization and democratization aim to break the hold of communist 
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party in political life  and to enable to a rejuvenated civil society to emerge. 
Each technique of transformation has its own specific instruments: for 
example, the creation of markets and price reform for marketisation: selling 
off the state property for privatization; multiparty system. Each technique of 
transformation is bringing a fundamental reorientation in the position of Post 
Communist Countries in the global economy. 
Since the collapse of its communist regime in 1990, Mongolia  like other 
post-Soviet area transitional systems, has initiated and implemented  several 
waves of public sector reform – some external in origin, and others  
indigenous. The most important and far-reaching administrative reform in 
Mongolia has been the continued decentralization of administrative 
responsibility. Key areas such as privatization, land use administration, 
infrastructure, health, education and development planning have been 
delegated to local authorities.
234
 But while these resultantly have gained 
considerable power in political and administrative affairs much of this power 
has been concentrated with the governors vis-à-vis the local parliaments and 
assemblies.
235
 Therefore, the rapid implementation of legal, administrative 
and democratic reforms has so far been so uncoordinated that popular 
participation has been circumvented. Unless supplementary reforms are 
initiated, the already implemented comprehensive reform programme may 
prove counterproductive. 
Resolution 293 adopted by government in October 1991 was the first 
attempt to redefine the role and function of the civil service in the new 
framework of separation between legislative, executive and judiciary 
powers.
236
 The role of the government in a multiparty democracy has been 
determined under the new constitution adopted in January 1992. From 1990 
until about 1997, the government attempted to develop a traditional system 
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of public administration, drawing inspiration primarily from countries like 
Japan, Korea and Germany. In this period, Mongolia made progress in 
establishing a career-based civil service system, a Weberian type of 
bureaucracy with central control over the classification of positions, 
remuneration and other personnel decisions, and relatively permanent 
positions. Like many other post-communist states the adoption of civil 
service laws and related regulations did not resolve the problems of 
instability, predictability and politicization. Beginning in 1997, efforts to 
develop a system of administration were overlay with successive reform 
initiatives sponsored by the Asian Development Bank and others that sought 
to adopt practices more compatible with a market society. In 2000, the 
government initiated a participatory approach to governance though the 
UNDP‘s Good Governance Project. The primary idea was to involve in 
policy-making processes all relevant stakeholders, including civil society 
groups and citizens. In addition, from 1992-2002, the government initiated 
three legal reforms to introduce more democratic processes into society. 
From 2002, Mongolia implemented a New Zealand type model of new 
public management (NPM). Officials interpreted NPM reforms as a 
performance and output-oriented improvement of the traditional system of 
public service, but not a replacement of it. To combine traditional and NPM  
approaches, Mongolia  now is pursuing a  path of achieving decentralization  
through highly centralized mechanisms, deregulation  through strongly 
regulatory mechanisms, flexibility through permanency,  and participation 
within hierarchy. The Mongolian transition has led to a mixed model of 
reform. Specifying the balance of elements from the different models is the 
biggest challenge in the on-going evolution of Mongolia‘s public 
institutions. The new system created generally accepted political institutions 
and new administrative structures, and provided ways to eradicate former 
communist practices while implementing a historically tested version of 
democratic administration. It also attempted to restore legitimacy to 
administration, and raised expectations that government would perform 
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better. But despite all of this effort, for a number of reasons the structure did 
not bear as much fruit as it seemed to in developed countries for simple 
reason as in Mongolia, democratic process is a recent development and is in 
full swing. 
 
Government Accountability 
In order to hold authorities accountable effectively, the public must 
be able to access the information held by public bodies. Freedom of 
Information (FOI) laws alone does not create access: such laws must meet 
an appropriate standard, and must be enforced. The allocation and 
expenditure of public funds are among the chief functions of government. In 
the absence of oversight and strict controls, the public interest can become 
subordinated to private interests. Accountable decision-making requires a 
transparent and predictable process, which allows for public intervention and 
debate. Also an independent judiciary is critical to ensuring accountable 
governance. Despite the formal separation of powers laid out in the 1992 
Constitution, there remains a dispute over whether members of Parliament 
can simultaneously hold posts in the Cabinet, a measure which has been 
passed, overturned by the Constitutional Court and then overturned by the 
MPRP government. Allowing such dual office holders compromises 
horizontal accountability typical of systems with a separation of powers, 
where conflicts of interest may arise out of MPs also serving in the 
Executive branch. 
237
 
 
Freedom of Press  
Mongolia does not have a freedom of information act, and its State 
Secrets Law inhibits freedom of information, transparency and 
accountability, where government and parliamentary decision making are 
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rarely open to public scrutiny.
238
 Despite a programme of privatization, the 
government and ruling party control four out of seven television stations and 
numerous radio stations.
239
 Freedom House rated Mongolia‘s press as free 
between 1999 and 2002, after which its ratings suggest that the media are 
partially free. In its 2005 Report, it continues to rate Mongolia as having a 
partly free media.
240
 There are still concerns about the relative freedom that 
journalists have in writing critically about leading politicians and 
government figures. In a 2003 statement to the UN Commission for Human 
Rights, the Asian Legal Resource Centre claims that journalists ‗live in fear 
of criminal prosecution and imprisonment for writing about public officials‘. 
World Press Freedom Day (On May 3, 2004) saw protests and debate over 
libel laws that many perceive as inhibiting freedom and worrisome practices 
of government officials, ‗who have questioned journalists about information 
sources and conducted investigations about media ownership, broadcast 
reach and circulation figures, editorial perspectives, and sources of 
financing.‘ Such accounts are further corroborated in the annual reports on 
press freedom published by the International Press Institute. The new 
consensus government has launched a plan to decentralize the media. 
Through Mongolia‘s transition to democracy, the Mongolian Constitution 
has served as a guide for freedom of the press and government transparency, 
but these practices have not been effectively enforced. While the Mongolian 
Constitution promises the right of the people to obtain information and 
distribute it freely, journalists‘ experiences have illuminated a severe lack of 
effective law enforcement.
241
 Censorship laws enacted to reduce access to 
government information are greatly jeopardizing the freedom of the press in 
Mongolia, and consequently the stability of the democracy. This censorship 
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ranges from harassment and physical threats of harm, to tax audits and legal 
action (mainly slander and libel lawsuits).The freedom of Mongolia‘s press 
remains in a precarious position.
242
 Since the late 1990s, Mongolia‘s media 
landscape has expanded dramatically, with the development of an estimated 
340 media outlets and the introduction of internet-based news. Media 
development has progressed substantially within the nation of 2.9 million 
people, but the freedom of the press remains in jeopardy. Mongolia is 
currently facing two major challenges in the pursuit of an independent, 
ethical media: government censorship and a lack of professional ethical 
standards. In 2007, United Nations Education, Social and Cultural 
Organisation (UNESCO) conducted an analysis of Mongolia‘s media ethics. 
According to the report, ―Fifteen years since Mongolia‘s move to 
democracy, there is still little to no understanding of how to manage and 
grow an independent and balanced media outlet that exists for the sake of 
providing free and independent information or for the sake of being a 
business in itself, without having to depend on political and/or business 
support.‖ The report documented numerous infractions against Mongolian 
journalists who published investigative reports on government and mining 
actions. ―In June, 2006, [a female journalist] reported on the fate of 
privatization vouchers for 9,000 employees of the Erdenet mining industry. 
After the television program, unknown people threatened [the journalist] 
over the phone. The director of the Erdenet brokerage company, which held 
the vouchers, also warned the journalist, ‗It is a very complicated issue, you 
could be killed.‘ In July, 2006 she was beaten by unidentified perpetrators, 
and was hospitalized for treatment.‖ The governing Democratic Coalition is 
split over the issue. Some leaders argue that if the communists had 75 years 
to indoctrinate the population, the current government should have at least a 
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few years to "guide" popular opinion toward democratic thinking.
243
 The 
problem with the first approach is that such paternalism is inconsistent with 
democracy. Locating suitable private buyers for the largest media outlets is 
virtually impossible at present. The press also faces perils stemming from a 
growth in the litigiousness of thin-skinned public figures. Any outlets 
engaging in exposure of possible wrongdoing or criticism of individuals risk 
lawsuits. The vagueness of the legal-institutional framework for defining 
libel and for protecting press activity leaves the press in a quandary. As of 
February 1998, the country's largest circulation independent daily 
newspaper, Önöödör (Today), faced 15 lawsuits from offended parties.
244
 
Baarangiyn Purevdash, the paper's chief editor, remarked: "Given the 
chance, we can compete with the official papers, even if the ministers and 
parliamentarians often give their interviews and information to the official 
papers. In fact, our independence gives us credibility with the public. But 
these lawsuits really put us in a bind." 
245
 
   In other areas of governance, Mongolia shows mixed results. For the 
World Bank Governance Indicators which range from 0 to 100 (high being 
good), Mongolia scores best on political stability, followed by voice and 
accountability, government effectiveness, regulatory quality and rule of 
law.
246
 The political stability score declined sharply in 2004 due to the 
contested results of the Parliamentary Election. Across a series of public 
opinion surveys carried out by the Sant Maral Foundation in Mongolia 
between 1999 and 2005, respondents show high support for the transition to 
democracy and market economy in general, but much less support for the 
political system itself .
247
 Respondents place greater trust in the president 
than either the parliament or the judiciary, and register relatively low support 
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for state organizations and political parties. A separate analysis using the 
East Asia Barometer Survey for 2002-2003, Shin and Wells (2005) show 
that support for democracy is high, while support for the democratic process 
itself is quite low, leading them to suggest that democracy is not yet ‗the 
only game in town‘.248  
 
 
Role of non governmental agencies  
Nongovernmental organizations (NGOs) are no less vigorous than 
political parties. Besides parties, two forms of societal organization are 
particularly well developed. One is journalists' associations.
249
Mongolia has 
a vigorous free press. Professional norms, however, are not strong, and 
government control persists over the main national television station and the 
largest-circulation national newspaper. A number of associations have 
formed to meet these challenges. The Union of Mongolian Journalists, the 
successor organization to the communist-era party-sponsored union, has 
successfully made the transition to autonomous status. It constitutes a 
sizable and tenacious lobby for expanding press freedoms and safeguarding 
journalists' rights. An equally dynamic organization, the Press Institute of 
Mongolia, was founded only in 1995, but has rapidly become a major force 
in educating and professionalizing young journalists and promoting the free 
flow of information.
250
 As impressive as the growth of journalists' 
organizations has been, the most formidable component of civil society is 
women's organizations. Indeed, so strong are such groups, and so dominant 
are women in civil organizations of every type, that one can almost speak of 
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a matriarchal civil society in Mongolia.
251
 The greater opening of the 
political space following the 2004 parliamentary elections also spurred 
numerous public protests and demonstrations organized by mass movements 
demanding government accountability and social equity. Most civil society 
activities, however, are concentrated in the capital city where most well 
established and professional CSOs, especially NGOs, are located. Rural civil 
society remains sorely underdeveloped, due to the lack of crucial resources, 
especially financial support and information. Rural citizens, especially 
herders, poor people and ethnic and religious minorities are generally under-
represented at CSO leadership levels while women are not only adequately 
represented in most types of CSOs but in fact dominate in the leadership of 
issue-oriented, well established NGOs. There are strong trends for 
increasing inter- and intra-sectoral cooperation among CSOs, but the issue 
of the effectiveness and legitimacy of umbrella organizations remains 
contentious, due to the continued predominance of inherited hierarchical 
structures in this area. 
Moreover, while inherited mass organizations are largely financially 
sustainable as well as able to benefit significantly from state resources at 
national and local levels, the financial sustainability of independent human 
rights and pro-democracy NGOs, in both urban and rural areas, is still 
extremely fragile as they continue to be almost exclusively dependent on 
foreign funding.
252
 
Many women's organizations that began life with specific agendas 
that focused on promoting a certain aspect of women's rights subsequently 
expanded the scope of their aims. Women for Social Progress, the Women 
Lawyers Association, and Liberal Women's Brain Pool (LWBP) exemplify 
groups that started small but quickly became leading forces.
253
 The last of 
these three groups provides a particularly vivid example of how, in classical 
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Tocquevillean fashion, groups in civil society prepare leaders for high 
politics.  The founder of the LWBP, Oidovyn Enkhtuyaa, set out to 
"empower women politically" through public education efforts, though 
Enkhtuyaa recalled that "I never then imagined myself in politics." So 
successful was her leadership of the LWBP, and so prominent did the 
organization become in the broader society, that Enkhtuyaa, running as a 
member of the MNDP, won a seat in parliament in 1996.
254
Another 
victorious candidate in 1996, Rinchingiyn Narangerel, moved into politics 
after founding and presiding over the development of another NGO, the 
Center for Citizenship Education. Narangerel launched her organization in 
an effort to reform curricula and retrain teachers in social studies in the wake 
of the old regime's demise. Like Enkhtuyaa, Narangerel had no communist-
era political experience; she too made her way into politics via leadership of 
a new post communist NGO. After her election in 1996 representing the 
MSDP, Narangerel took charge of the parliamentary task force on a key bill 
on the status of NGOs. The legislation faced considerable opposition owing 
to controversial provisions that included some tax privileges for NGOs. 
Drawing on her previous experience outside of government and 
demonstrating formidable political savvy, she steered the bill to enactment 
in January 1997.
255
While all the above mentioned groups were formed by 
Mongolians, many received help from foreign donors. The Press Institute of 
Mongolia obtained support from a Danish journalism school and from the 
Soros Foundation.
256
 The LWBP received aid from the Asia Foundation and 
the National Endowment for Democracy (NED). Such grants were often 
relatively modest in size. Their magnitude is dwarfed by the funds that 
multilateral lending agencies regularly issue to bail out insolvent 
governments. For that matter, they are often exceeded by the resources that 
U.S. foundations extend to American scholars to conduct massive opinion 
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surveys on how people in transitional polities feel about their leaders, their 
political system, their own ethnicity, their neighbour‘s ethnicity, or bread 
prices. But by furnishing sustenance during lean times, agencies such as the 
Soros Foundation, the Asia Foundation, and the NED strongly abetted the 
growth of Mongolia's NGO sector.
257
 The Civil Society Organizations  
especially NGOs and social movements, display a significant degree of 
commitment to promoting democracy, government accountability, non-
violence, gender equality, poverty alleviation and environmental protection. 
However, there is a general lack of consistent application of democratic and 
humanitarian values and principles in the internal practice of CSOs, 
especially in terms of ensuring internal democracy, financial transparency, 
gender equitable hiring and promotion policies and non-violence. Political 
parties, apartment owners‘ unions and inherited mass organizations, 
including trade unions, were generally regarded as less democratic and 
transparent and, in some cases, prone to corruption and intolerance based on 
political affiliations. Overall, despite clear and important examples of 
success in legislative advocacy, direct service, public education and 
empowerment of various social groups, especially women,  the IMPACT of 
civil society as remained  as somewhat limited .  CSOs are generally unable 
to effectively convert their efforts and values into direct impact, due to the 
unfavorable political and economic environment. The CSI demonstrated that 
CSOs were especially active and had impact in areas of empowerment of 
various groups, through non-formal education, information dissemination 
and awareness-raising activities, particularly with regard to promoting 
women‘s rights and gender equality. They are also more successful in policy 
advocacy on human rights and gender equality but have not been very 
effective in holding the state and corporations accountable. It is also clear 
that CSOs provide crucial services to underprivileged and marginalized 
citizens such as free legal aid, psychological counseling, services for 
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battered women and children and non-formal education for poor children. 
However most of these services are limited in scope and are often 
irregular.
258
 
 
Human Security  
Mongolia‘s new 1992 Constitution discussed both national and 
human security concerns only in general terms.   In 1994, Mongolia adopted 
a new National Security Concept and Foreign Policy Statement to strengthen 
the country‘s ability to uphold the Constitution, and the government‘s ability 
to implement it.
259
  Mongolia‘s National Security Concept has nine main 
components:   
1) Security of the existence of Mongolia;  
2) Security of the social order and state system;  
3) Security of citizen‘s rights and freedoms;  
4) Economic security;  
5) Scientific and technological security;  
6) Security of information;  
7) Security of Mongolian civilization;  
8) Security of the population and its gene pool; and  
9) Ecological security.  
 The National Security Concept identifies internal and external 
factors, including means to ensure its security through the strength of its 
own people, and also international guarantees with political, legal and 
moral-psychological dimensions and Mongolia‘s foreign policy and state 
collective security mechanisms.
260
The military policy of Mongolia 
complements its National Security Concept. Although Mongolia‘s national 
security policy aims to protect its independence, its foreign policy 
acknowledges that mutuality, cooperation and international interdependence 
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are all essential for its survival.
261
  Ultimately, however, Mongolia‘s national 
security and foreign and military policies are based on its small and 
vulnerable population, its poor economic foundations and its weak defense 
capacity.
262
 The withdrawal of Soviet troops in the mid-1990s left Mongolia 
with only some 17,000 of its own army and air force personnel (excluding 
reservists), and a limited supply of outdated equipment. By comparison, 
neighboring China has a 2.7-million strong military force, larger than 
Mongolia‘s entire population. While Mongolia‘s constitution and each 
component of Mongolia‘s National Security Concept have implications for 
foreign policy and international relations, they also raise significant 
domestic human security concerns.  A critical domestic issue is protection of 
land and resources.  The Constitution (Article 6.3) stresses that private 
ownership is only possible for Mongolian citizens, and not allowed for 
foreign nationals or stateless persons. Protecting land resources from outside 
ownership or exploitation is also a foreign policy issue.  The state reserves 
the right to confiscate land for environmental protection or national security 
reasons (Article 6.4).  The Constitution also refers to various human rights 
and freedoms as inherent, including the right to a healthy and safe 
environment; ecological balance and protection from pollution (Article 
16.2); the right to health and medical care (Article 16.6); the right to 
education, specifically basic education free of charge (Article 16.7); and the 
right to personal liberty and safety (Article16.13).  All nine main 
components of Mongolia‘s National Security Concept elaborate its domestic 
human security interests, but the key areas are: economic security; scientific 
and technological security; security of information; security of Mongolian 
culture and way of life; security of the population and its gene pool; and 
ecological security. Policies and mechanisms to insure the security of the 
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existence of Mongolia (component 1) are also essential.
263
 As a sparsely 
populated state sandwiched between two historic superpowers, Mongolia 
must protect itself from external threats to its borders (even though the 1996 
protocol between Mongolia, China and Russia ostensibly protects these). It 
needs to avoid being drawn into war because of other powers conflicts. It 
also faces threats from human migration, invasion, disease or ecological 
disasters, which could destabilize its political integrity or even eliminate its 
population.
264
  Security of the social order and state system can also be 
compromised without an adequate legal system or protection from plagues, 
famine or natural calamities.  Security of citizen‘s rights and freedoms is 
essential to uphold constitutional democracy itself as well as to ensure such 
rights as a healthy environment, health care and education guaranteed 
therein. Each component has human and national security dimensions in so 
far as it addresses potential external political or environmental threats to 
individual‘s safety or existence, or to the society as a collective.  However, 
economic security represents the cornerstone of the Independence and 
sovereignty of Mongolia (Article 32).  It is also the most problematic in 
foreign policy and national security terms, since international 
interdependence more than national independence has governed post-Cold 
War economic development and trade policy so far. The National Security 
Concept specifically notes potential external and internal threats that could 
adversely affect economic security.  External factors include restrictions on 
trade or economic cooperation, the export of raw materials, and the 
avoidance of depending on any one country.  Internal factors include the 
failure of ecological or customs policies; agricultural gene pool depletion; 
inflation; regional economic imbalances; international debt; increased 
immigration of foreign populations or mass emigration of nationally trained 
personnel; and increased unemployment, with related vulnerabilities. In 
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response to these challenges, Mongolia identified a range of domestic and 
foreign policy mechanisms to ensure economic security in terms of 
agriculture, mining and other key industries.
265
 A final important legal 
framework worth discussing is Mongolia‘s unilateral declaration of its 
territory as a Nuclear Weapons Free Zone (NFWZ) in 1992. As a weak state, 
Mongolia could not truly implement this commitment without international 
support.  It got recognition from other countries with its NWFZ declaration, 
adopted in 1999 as a United Nations the UNGA Resolution was also a 
General Assembly (UNGA) Resolution. Springboard for addressing a range 
of domestic human security concerns linked to national security.  The 
UNGA in NWFZ resolution (paragraph 3) stressed that international 
recognition of its nuclear-weapon-free status could enhance regional 
stability and confidence building while strengthening Mongolia‘s 
independence, sovereignty and territorial integrity. It invited member states 
to support this approach, to help strengthen Mongolia‘s position in terms of 
economic security and ecological balance, and called on relevant UN bodies 
to provide assistance   Mongolia implemented that resolution in February 
2000, with its Great Hural passing a law. It then hosted an international 
conference on Mongolia‘s nuclear-weapon-free status in May 2000 to better 
assess relevant non-traditional and human security issues, while making 
some specific recommendations for the government, and for relevant UN 
bodies in Mongolia.
266
 
 
Corruption in Mongolia 
Mongolia is a developing country in transition. On several aspects; 
Mongolia is better governed than a number of countries of possible 
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comparison.
267
Corruption has become an important problem for Mongolian 
politics and democratic governance. Its appearance is partly due to 
Mongolia‘s small and integrated population, influences from Russia and 
China, from the process of liberalization, and from currently weak 
enforcement mechanisms. The US State Department notes: Foreign 
investors, the international donor community and many Mongolians believe 
corruption is a significant and growing problem in Mongolia. The corruption 
has included Cabinet-level officials directing donor funds to their personal 
property, refusing to account for donor funds, providing donor sub-contracts 
to close friends and relatives, and interfering with the court system when 
prosecution of such acts is initiated.
268
 Several inter-related factors 
contribute to the growing corruption problem in Mongolia, the most 
significant of which are: 
• A profound blurring of the lines between the public and private sector 
brought about by endemic and systemic conflict of interest (COI) at 
nearly all levels; 
• A lack of transparency and access to information that surrounds many 
government functions and undermines nearly all aspects of 
accountability by contributing to an ineffective media and hindering 
citizen participation in policy discussions and government oversight; 
• An inadequate civil service system that gives rise to a highly 
politicized public administration and the existence of a ―spoils 
system‖; 
• Limited political will and leadership to actually implement required 
reforms in accordance with the law, complicated by conflictive and 
overlapping laws that further inhibit effective policy implementation; 
and 
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• Weak government control institutions, including the Central Bank, 
National Audit Office, and Parliamentary standing committees, 
Prosecutor General, State Professional Inspection Agency, State 
Property Committee, and departments within the Ministry of Finance. 
The aforementioned systemic shortcomings have allowed for an 
evolution of corruption in Mongolia that ―follows the money,‖ meaning that 
graft on the most significant scales generally occurs most often in the 
industries and sectors where there is the most potential for financial gain.
269
 
Opportunities for increased corruption emerged during the transition toward 
democracy and market economy and process of reconnecting to the 
international community. Two areas that offered particular opportunities for 
grand scale corruption at that time were foreign donor assistance, such as the 
U.S. Government wheat donation program,
270
 and privatization of state 
owned enterprises. Later, as Mongolia embarked on further policy changes 
to install capitalistic practices, corruption reared its head in the process of 
privatizing public land. Now that most of the high-valued land has been 
doled out and the overall economy is expanding, based in part on extractive 
industries, emerging areas for corruption include the banking and mining 
sectors. As in many developing countries, there also are several areas that 
provide stable and consistent opportunities for corruption, both grand and 
administrative in nature, such as peoples‘ daily lives, but the surprising 
finding is that most people seem to excuse this kind of corruption and take it 
in stride.
271
 There have been several de jure developments with respect to 
corruption, including the 1990 Law on Political Parties, the 1996 Law on 
Anti-Corruption, the 2000 Public Procurement Law, and the 2002 National 
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Programme for Combating Corruption.
272
 A new anti-corruption law is 
currently being drafted. Mongolia has also endorsed the Anti-Corruption 
Action Plan for Asia and the Pacific at the Tokyo Conference in November 
2001 and has signed the UN Convention against Corruption, on April 29, 
2005. The Anti-Corruption Law addresses some important conflict of 
interest (COI) issue. It calls for the development and implementation of an 
enforceable and transparent system of asset/income declaration, including 
investigation and sanction. If passed, the law would be an important step in 
providing disincentives to corruption since public officials‘ assets and 
incomes could be investigated and offenders could be sanctioned.
273
 It 
covers COIs in areas such as receiving gifts, direct involvement in business 
activities, abuse of power, and representation of interests before the 
Government. The proposed bill, however, falls short in addressing other COI 
procurement, customs, the justice sector, among high-level elected and 
appointed officials, and in the conduct a variety of day-to-day citizen- and 
business-to-government transactions. Corruption is affecting many concerns. 
It does not include any language about post employment restrictions, blind 
trusts, limitations on ownership of media outlets, and many other aspects of 
COI prevention prescribed by international standards. In general, there are 
five main types and/or forms of corruption:  
(1) political lobbying, including obtaining special permits, getting 
Government decrees issued and contracts;  
(2) business related, including obtaining land permits, getting 
advantageous conditions in privatization bids, obtaining illegal loans and 
nepotism;  
(3) crime, including importing and exporting large amounts of goods or 
heavily taxed items (e.g. cars, tobacco, alcohol) without taxation;  
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(4) social status, including gaining government scholarships illicitly, 
entering schools without exams and avoiding military service; and 
 (5) election and political party related corruption, including buying 
candidate nominations for Parliamentary elections or buying government 
positions. 
 The creation and implementation of a legal framework to govern 
economic and political management issues has not been able to keep up with 
the speed and the magnitude of Mongolia‘s growth.274 As a result, there are 
contradictions in the myriad of new laws, as well as legislation plagued by 
poor enforcement and implementation capacity. There also is an absence of 
basic codes of conduct, and oversight institutions are weak. Mongolians, 
however, have the opportunity, as the UNDP has noted, to develop ―an 
understanding of the weakness in the governance/administrative systems and 
adopt the strategy around these in order to achieve improvements.‖275 
The frequency and magnitude of such practices is almost by definition 
difficult to measure, but a number of organizations have sought to use 
systematic methods to gauge the level of corruption in Mongolia, including 
Transparency International and the Zorig Foundation, named after 
Sanjaasurengin Zorig, a member of the Mongolian Parliament and then 
Minister for Infrastructure Development, a founder of Mongolia‘s 
democracy movement who was assassinated in 1998.
276
 In the global work 
carried out by Transparency International, Mongolia ranked 85 out of 145 in 
the corruption perception index in 2004.  Mongolia scored an overall 
average of 3 out of 10, where 10 denotes no perceived corruption at all. The 
Zorig foundation has been more systematic and rigorous than Transparency  
International in interviewing many more respondents. Between 1999 and 
2004, the general perception that there is widespread corruption has declined 
while the institutions perceived to be most corrupt include the courts, 
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customs offices, prosecutors, police, and tax officials. In addition, the Zorig 
Foundation found that there are widespread instances of corruption among 
the professional classes, where the worst forms of corruption (i.e. large sums 
of money being accepted) take place primarily among the police, judges, and 
tax officials.
277
 In terms of institution building, the magnitude of the changes 
during the first year ten years of reform is reflected by the 500 new laws 
adopted by the Parliament during this period.
278
Building the institutions of 
elections, legislature, judiciary, government, and civil society in Mongolia 
has been the first and most significant step in the democratization process.
279
 
 
Table Summary of Government Control and Enforcement Institution 
 
Institution Function/Jurisdiction Weakness 
 
 
National Audit 
Office (NAO) 
 
 
NAO is an independent 
office tasked with 
conducting financial and 
performance audits of 
government entities and 
reporting findings to the 
SGH and/or the police and 
Prosecutor General. The 
Director of NAO is 
appointed by the SGH. 
 
NAO is structurally independent 
and should respond only to the 
SGH. NAO transfers potentially 
criminal cases to police or 
prosecutor general, which can 
dismiss the case based on their 
perception of its merits. NAO is 
seeking new preliminary 
investigation rights by way of 
new legislative initiatives. The 
SGH has not demonstrated the 
ability to adequately follow-
upon NAO‘s recommendations. 
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The Central 
Bank 
 
 
The Central Bank (a.k.a. 
Mongol Bank) is responsible 
for independently 
implementing national 
monetary policy, including 
oversight of 
Commercial bank activities. 
 
The Central Bank is arguably 
the most opaque government 
institution in Mongolia. Its 
independence from the 
President, Cabinet, and MPs is 
questionable at best. The 
combination of lack of 
transparency and ineffectively 
regulating the activities of 
commercial banks has resulted 
in recent allegations of 
significant impropriety. 
 
Government 
Service 
Council (GSC) 
 
 
 
GSC is established as an 
independent body 
responsible for 
implementing and 
monitoring policies, 
processes, and procedures 
related to civil service 
management, including 
reforms. The Director is 
appointed by the SGH. 
 
The GSC lacks practical 
independence and is beholden to 
powerful political interests with 
in the SGH, Cabinet, and the 
Presidency. It has not 
demonstrated the political will 
or capability to put into practice 
the reforms that would de-
politicize the bureaucracy, such 
as those commonly associated 
with a merit-based civil service 
system that exists in more 
developed democracies. 
 
Parliamentary 
standing 
committees on 
Budget, State 
According to the Law on 
Parliament, the standing 
committees are responsible 
for monitoring and 
The standing committees have 
not demonstrated the will and 
ability to ensure implementation 
of laws relevant to government 
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Structure, 
Agriculture 
and the 
Environment, 
and the 
Economy 
 
 
 
overseeing implementation 
of regulations in\ the 
relevant sectors. Standing 
committees request to SGH 
to establish Ad-hoc Special 
Working Groups to address 
specific issues, as necessary. 
 
control and anticorruption. 
They are largely ineffective in 
their oversight and monitoring 
role, lack practical 
independence, and do not 
possess adequate technical 
capacity, including staff with 
appropriate skill sets. 
 
Prosecutor 
General (PG) 
 
 
 
The President appoints the 
PG with the consent of 
SGH. The PG is in charge of 
all criminal, proceedings 
whether to process or throw 
out cases presented by other 
entities and its own Special 
Investigative Unit. PG also 
is responsible for son 
compliance with 
requirements. 
 
PG is independent from the 
Justice Ministry but has shown 
little will or ability to prosecute 
corruption cases. Its Special 
Investigative Unit only has 
jurisdiction over cases involving 
the police, prosecutors, and 
judges, while the police 
investigate violations in the 
administration, including 
corruption cases. Most cases 
investigated are thrown out by 
the PG or settled out of court, 
due both to political 
manipulation and lack of proper 
investigative and evidence 
gathering skills. 
 
 
State Property 
Committee 
 
SPC assures that 70 stated-
owned entities comply with 
the law and regulations. It 
The Committee has experienced 
a series of alleged cases of 
mismanagement and corruption. 
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appoints the senior 
management at each 
company and establishes 
criteria for sale of these state 
properties. It is currently 
analyzing social sector 
privatization. The Director is 
nominated by the Prime 
Minister and appointed by 
the SGH. 
 
In October 2004, the director 
was sacked and replaced with 
the current director, who has 
served in the past. According to 
the new director, it is the most 
transparent government agency, 
although it also is the most 
criticized because of its role in 
the privatization process 
 
 
State 
Professional 
Inspection 
Agency 
(SPIA) 
```` 
SPIA is a ministry-level 
agency tasked with ensuring 
that policies, procedures, 
norms, and standards of 
quality and measurement 
required by laws and 
regulation are followed and 
observed in government 
agencies dealing with the 
environment,infrastructure, 
agriculture, service 
industries, health, education, 
science,finance, insurance, 
social security, labor, and 
border points 
SPIA is modeled after a similar 
body that exists in China. 
Formed by legislation in 2002 to 
ensure independence in 
inspection processes, SPIA 
brings together the former 
inspection agencies of nine 
ministries. The consolidation 
power and lack of any 
discernable oversight makes it 
prone to petty corruption, 
particularly at the local and 
district levels. SPIA receives 
support from the Government of 
China and will jointly operate a 
scientific laboratory with it in 
the near future. 
 
Ministry of 
Finance (MoF) 
 The MoF is responsible for 
overall financial 
With multilateral development 
bank support, the MoF recently 
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 management and budgeting 
of government money, as it 
holds all government 
agencies‘ accounts, allocates 
a budget according to each 
agency‘s needs, and 
transfers money to an 
agency account by item-by-
item. 
 
has implemented a new 
government-wide financial 
management system. 
Since the system has only been 
in place for a few months, it is 
too early to  However, many 
interviewees from donor 
organizations were hopeful that 
the system is a ―step in the right 
direction‖ for controlling 
corruption. A major initial 
criticism of the new 
system, according to some 
interviewees, is that the system 
it may be ―too stringent,‖ in that 
it has created a system that 
effectively prevents leakage of 
government funds, but allows 
little room for input at the local 
level or any discretion to meet 
changing government needs. 
 
           
           
 In terms of institution building, the magnitude of the changes during 
the first year ten years of reform is reflected by the 500 new laws adopted by 
the Parliament during this period.
280
Building the institutions of elections, 
legislature, judiciary, government, and civil society in Mongolia has been 
the first and most significant step in the democratization process.
281
An 
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important corollary, the development of practices and customs that enable 
these institutions to work more effectively, is a slower process. But over the 
last ten years, Mongolia has made rapid progress in this area as well. 
Mongolia has many citizen groups, primarily NGOs that are rapidly 
expanding their approaches to influencing the decision making process.
282
 
They raise awareness on issues ranging from domestic violence and 
environment to gender equity and corruption. They comment on and 
mobilize support for proposed legislation, such as the recent hunting law, 
and monitor government implementation of existing legislation. The 
Parliament is now more open to citizens, with opportunities for viewing 
parliamentary sessions and obtaining proceedings with individualized 
records of votes. Standing committees or working groups may have 
meetings on proposed legislation, such as that on the NGO law and the 
revised Family Law.
283
 Rural communities are exploring new models of 
citizen participation that will increase the effectiveness and responsiveness 
of local decisions. These factors represent a very positive growth in 
Mongolia‘s democracy, as they all promote accountability and transparency. 
At the same time, access to decision making processes at either the national 
or local levels can be unpredictable. It may be difficult to obtain a copy of 
draft legislation before the vote; to confirm the timing of the vote on a 
particular issue; or to contact a legislator or local Hural member in time for 
the vote. The lack of institutionalized practices is accentuated by the 
scattered population, which makes access under the present system even 
more difficult. Consolidation of Mongolia‘s political transition depends on 
two important elements. The first is more regularized mechanisms for 
accountability and transparency, either by drafting new regulations or more 
effective implementation of existing legislation. For instance, regularly 
scheduled public hearings, posting of proposed legislation for comment by 
citizens and interested organizations for a specified period, and a broader 
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access to proposed bills are all examples of ―mechanisms for 
accountability.‖ They have all occurred in Mongolia but the practice varies 
from bill to bill and issue to issue. For instance, the foreign investment law 
was printed in the newspaper for public comment over a period of weeks.
284
 
A former head of the Legal Affairs Standing Committee organized a seminar 
on the revised Family Law, which drew recommendations from both 
governmental and nongovernmental organizations and set the stage for the 
debate in Parliament. These are exceptions but they are examples of what 
can occur under current Mongolian law.
285
 The reason for focusing on these 
mechanisms is not simply because they are prerequisites of a maturing 
democracy. They bring significant benefits to national development as well. 
Although compromise on some issues will be necessary, the greater 
openness caused by the establishment or refinement of mechanisms for 
accountability will lead to more sustainable decision making over the long 
term. When Mongolians have more and higher quality information on a 
range of issues, can freely comment or provide input on regulations affecting 
their lives, either as an individual citizen or member of a citizen-group, and 
have a predictable system in place, there is more likely to be broad-based 
consensus on major national issues over the longer term. The challenge for 
Mongolia is regularizing or, in some cases, establishing, predictable 
mechanisms of accountability. These have a great potential contribution. In 
addition to building citizen trust in government and the new political and 
economic system, over the longer they could bring greater connections 
between the voters and the elected officials, build consensus on major issues 
in Mongolia, and help promote more effective development and growth. The 
opportunity is that a strong foundation for these mechanisms of 
accountability already exists because of the fine work of Mongolia‘s 
governmental and non-governmental organizations over the last ten years, 
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and their recognition of the need for changes in this area. In this respect, 
Mongolia possesses significant advantages for the further strengthening of 
its democracy. 
 
 4.2 FOREIGN POLICY  
Foreign policy of any country is the product of a complex interplay of 
history, geography, past experience, present requirements, perceptions of the 
ruling elite of national interests and ideological consensus in the country. It 
is also molded by the domestic balances of forces, the regional balance of 
forces and the international balance of forces. It reacts to the developments 
in the three categories and at the same time endeavors to their course to 
utilize them to the best advantage of the country. Mongolia‘s historical 
development no less than its recent experience inevitably beckoned towards 
an independent foreign policy stance.  Since the overall domestic and 
external scenario underwent a drastic change during the democratic 
transition, Mongolia‘s security and foreign policy objectives too figured 
prominently among the country‘s think-tanks.286 Prior to the 1990s, in 
foreign policy and in national security policy Mongolia‘s international 
actions -indeed were continuation of-the strategic objectives pursued by the 
former USSR. It was then understood that Mongolia‘s national security 
could only be ensured by securing international guarantees ―through a 
combination of unilateral, bilateral and multilateral 
measures.‖287Consequently, in June 1994 Mongolia made radical changes in 
its national security and foreign policies by adopting three basic documents- 
National Security and Foreign policy Concepts as well as the Military 
Doctrine, which were finally endorsed by the Mongolian Parliament to 
strengthen the country‘s ability to uphold the Constitution. The Mongolian 
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law on National security was adopted in May 1992.
288
 The Mongolian 
national security concept published in July 1994 devotes a chapter to each of 
the main components of Mongolia‘s National security ranging from the 
security of the existence of Mongolia to environmental security. The 
security of Mongolia is highlighted by foreign policy and defense policy 
activities
289
.
 The overall concerns for Mongolia‘s security thus aimed at 
achieving favourable internal and external conditions for ensuring vital 
national interests, which include the existence of the Mongolian people and 
their civilization, the country‘s independence, sovereignty, territorial 
integrity, inviolability of State frontiers, relative economic independence, 
sustainable ecological development and national unity 
The document views national security as based on the vital national interests 
of Mongolia and it defines these vital national interests of Mongolia as 
I ―---the existence of the Mongolian people and their civilization----‖    
II the country‘s independence sovereignty, territorial integrity, inviolability 
of state frontiers, relative economic independence, sustainable ecological 
development and national unity‖290.  
As such, National Security of Mongolia was termed as being 
―multifaceted‘‘  by the former Mongolian President N. Bagabandi during his 
speech delivered on 6 April 1998 to the opening  of the State Great Hural 
(Mongolian  Parliament). He stressed that ― within the framework of 
activities aimed at ensuring the national security , it is a pressing task to 
create favorable extra conditions for the existence of Mongolia , 
Strengthening friendly relations  with influential countries and carry out a 
multi-pillared foreign policy. 
291
 
 Like the National Security concerns Mongolia‘s Foreign policy too 
revolves around its national  interests. 
                                                 
288
  ―Concept of National Security of Mongolia‖, Strategic Digest , New Delhi,    Vol.26, No. 2, 
February 1996, p. 173.   
289
  Sharad K. Soni, Mongolia Russia Relations, New Delhi, 2002, pp. 222-229.  
290
 Ibid, p. 222.  
291
 Collection of the public Statements and Addresses of the President of Mongolia   related to 
national Security and Defense Policies Ulaanbaatar, 2000, p. 14. 
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
121 
The Ministry of Foreign Affairs declares that Mongolia‘s foreign policy 
objectives are: 
I. ensuring its independence and sovereignty by following the trends of   human 
society‘s advancement 
II. maintaining friendly relations with all countries; 
III. strengthening its position in the international community; 
IV.   and forming a network of relationships with influential countries in the 
region and in the world based on the interdependence of political, economic and 
other interests. ‗While following a policy of creating realistic interest of the 
developed countries in Mongolia, it will seek to avoid becoming overly reliant 
or dependent on any particular country.‘ Since Mongolia is ‗sandwiched‘ 
between Russia and China,  
All Mongolian governments since 1990 have therefore pursued pro-Western 
foreign policy since external support is regarded as essential to ensure continued 
independence‘.292 Despite popular attachment to Russia and the Society 
experience, Mongolia has sought closer ties with the United States, Japan, and 
Germany, and economic relations have increased with China.  
At present, Mongolia seeks to enhance its status on the world map by 
strengthening its solidarity and cooperation with both the developed as well as 
developing countries including the neighboring ones at the international flora. 
This endeavor, of Mongolia is a result of its comprehensive foreign policy 
formulated on quite a new basis under the existent circumstances arisen out of 
the impact of political and economic reforms in the country. Having built up the 
independent, multi pillared open foreign policy; Mongolia is gaining more and 
more friends and partners, advancing its position regionally and internationally. 
Today Mongolia entertains diplomatic relations with 143 countries and adheres 
to 178 international multilateral treaties.  Furthermore Mongolia is a member of 
49 international relations; the number of the country‘s   foreign representatives 
is also increasing. Regarding Mongolia‘s foreign policy there is no doubt that 
national interests remain the key issue in its formulation. As stipulated in the 
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Foreign Concept, Mongolia‘s foreign policy priority focuses on ―safeguarding 
of its security and vital national interests by political and diplomatic means, and 
creating a favorable external environment for its economic, scientific and 
technological development‘‘.293  
 In foreign policy, a major break with past practices came with the 
outbreak of the Gulf War. It so happened at that time the U.S. Secretary of State 
was on a visit to Mongolia, and Mongolia condemned the Iraqi 
invasion.
294
Other important foreign policy developments, which only reinforced 
this feeling, were normalization of its relations with China, and diversification 
of its external relations, including building of closer relations with Western 
democracies. In 1994 priorities of Mongolia‘s foreign and security policy were 
formally endorsed by Parliament in two documents called the Concept of 
Foreign Policy and Concept of National Security.
295
Despite the fact that things 
in the world and in the region have been -and still are-in constant evolution 
since their adoption, such principles enshrined in these documents as multi-
pillared foreign policy, balanced relations with its two neighbors, fostering 
strategic interest in Mongolia of the world‘s major nations, remain of continued 
importance. Their importance derives from Mongolia‘s history, location and 
size. Mongolia‘s multi-pillared foreign policy, as translated into practical policy 
goals, aims preserve and enhances Mongolia‘s national security by protecting 
national interests and advancing their national prosperity.
296
 Being a land-
locked country sandwiched between two giant neighbors, China and Russia, 
Mongolia‘ future depends on maintaining harmonious bilateral relations with 
them as well as other countries. Due to invested bilateral endeavors, the 
relations with Russia and China have been increasingly expanding and now the 
bilateral relations with both of them have advanced to the partnership 
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dimension.
297
 In recent years, Mongolia has also seen the importance of 
integrating itself into regional and global associations.
298
 It has also been 
actively engaged    in multilateral security processes in the Asia-Pacific region. 
Therefore, Mongolia‘s aim is to create in its immediate surroundings a power 
equation most attuned to its immediate national interests and so relations with 
the two neighbors constitute the cornerstone of Mongolia‘s security policy as 
well as foreign policy objectives. Mongolia‘s geography, determines its 
policies, including its foreign and security policy in which bilateral relations 
hold a special place. Geography and history have taught this country to attach 
greater attention than any other small nation would do to its relations with the 
world‘s major powers, and to relations between and among major powers. It 
was only since Mongolia‘s transition to democracy and a market-oriented 
economy that it has started building meaningful bilateral relations with 
industrialized democracies. 
299
 Mongolia has been successful in strengthening 
these relations, and these countries have provided to Mongolia immense support 
to assist its transition to democracy and a market-oriented economy, to facilitate 
its integration into regional and international processes and organizations thus 
enhancing its sense of self confidence in a changing world.
300
With the end of 
the Cold War international organizations have come to assume greater 
substance, and regional multilateral processes have been initiated. In the case of 
Mongolia, multilateral bodies have come to play an increasingly important role 
in advancing Mongolia‘s security and development goals. Mongolia has 
reinvigorated its work in the U.N., and is increasingly coming to terms with its 
being an Asian nation. In general, the emergence of new situation under the 
impact of political reforms and economic restructuring especially during 1990-
92 brought Mongolia at a crossroad where it had to consider its future 
development and security issues in the frame work of geopolitical realities. In 
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the past decade Mongolia has broadened its presence in the world by 
strengthening its bilateral and multilateral ties. Mongolia is reinventing itself as 
an emerging democracy to redefine the future in its ancestral traditions. 
Mongolia is committed to peace and stability in the Asia and Pacific region 
which is vital for Mongolia‘s development for it wishes to take the advantage of 
international cooperation in the field of commerce and economic cooperation.  
The past few years have really been years of deep and broad dynamic shifts for 
Mongolia. Mongolia‘s foreign policy has become more economically oriented 
than ideological as was during the communist governance. The scope and depth 
of foreign economic relations have increased with the growing interdependence 
among relevant northeast Asian countries, and economic relations will on the 
positive side, have a stabilizing effect.  Students and practitioners of foreign 
policy largely agree that in the 21st century security cannot be viewed and 
interpreted in military-political terms only. In today‘s context, security is 
defined not by a country‘s self defense capacity but by the capacity it 
competes.
301
 Economy, environment, population, lack of resources, disease, 
even bad governance and a host of other things can present security threats. In 
this age of globalization individual countries‘ security and prosperity can only 
be achieved through cooperation, bilateral, multilateral, and international. 
Mongolia is not an exception to this. The challenge before Mongolia lies in the 
domestic field. Pursuing further economic reform and ensuring the nation‘s 
prosperity is the best away of ensuring Mongolia‘s national security. Although 
Mongolia‘s national security policy aims to protect its independence, its foreign 
policy acknowledges that mutuality, cooperation and international 
interdependence are all essential for its survival.  Ultimately, however, 
Mongolia‘s national security and foreign and military policies are based on its 
small and vulnerable population, its poor economic foundations and its weak 
defense capacity.  The withdrawal of Soviet troops in the mid-1990s left 
Mongolia with only some 17,000 of its own army and air force personnel and a 
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limited supply of outdated equipment.
302
  By comparison, neighboring China 
has a 2.7-million strong  
military force, larger than Mongolia‘s entire population.  While Mongolia‘s 
Constitution and each component of Mongolia‘s National Security Concept 
have implications for foreign policy and international relations, they also raise 
significant domestic human security concerns.  
  
4.3 Relations with the Outside World 
In the wake of the former Soviet Union economic collapse, Mongolia 
began to pursue an independent foreign policy. The Prime Minister called 
for coexistence with all nations, and Mongolia follows a general policy of 
expanding relations with as many countries as possible.
303
 Due to 
Mongolia's landlocked position between the Newly Independent States 
(NIS) of the former USSR and Peoples Republic of China, forging cordial 
relations with outside world constitutes a major contributing factor in 
ensuring Mongolia‘s security. Mongolia is reaching out to advance its 
regional and global relations such as Western Europe, Japan and the United 
States.
304
 Mongolia's Prime Minister Jasrai visited the United States and met 
with officials from the Clinton Administration and the chairman of the 
Senate and House Foreign Relations and Foreign Affairs committees. 
Chairman N. Bagabandi headed a parliamentary delegation, which visited 
France and Germany.
305The government has carried an ―open door 
economic policy‖ as a strategy of external economic relationship. After 
decades of unilateral policy Mongolia began endeavoring to formulate its 
national security, foreign policy and military doctorate taking into account 
the international developments, based on principles of international 
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relations.
306
 Having served as a geopolitical buffer in the relations between 
Russia and China, Mongolia is trying to pursue a balanced relation with 
them, bearing in mind at the same time the need to maintain balance of 
forces and interests in the region.
307
Despite the official demise of 
Communism in Mongolia in 1990, the formerly communist MPRP has 
continued to play a dominant political role.
308
 The year 1997 was of historic 
importance in the future course of Mongolian foreign relations when it 
became a member of  World Trade Organization; the first former communist 
state to do so. It succeeded in pressing the international aid donors led by 
Japan to pledge $212 million in loans and credits. As part of its aim to 
establish a more balanced nonaligned foreign policy, Mongolia is seeking 
active supporters and friends beyond its neighbors and looking to take a 
more active role in the United Nations and other international organizations. 
It has begun a drive for international recognition of a one state Nuclear 
Weapon Free Zone. Of greatest intrigue for the nations of Northeast Asia 
has been Mongolia's adept handling of relations with North Korea. Mongolia 
welcomed North Korea's number two official in summer 2007, building 
upon airlifts of food aid to North Korea, a visit by the DPRK deputy foreign 
minister, and reiteration of a friendship treaty earlier in the decade; the 
North Koreans proclaimed the Mongolians their "only true friends" in 
Northeast Asia during a 2002 visit.
309
 Mongolia has absorbed a tremendous 
number of North Korean refugees, some 5000 who transited to South Korea 
by one estimate; but new measures by Seoul to limit onward passage present 
a dilemma for Ulaanbaatar. There have been suggestions of South Korean 
interest in seeing North Korean labor assist with agricultural development 
schemes, tunneling and small business in Mongolia with the hope of 
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returning such "models" to a more integrated or united peninsula. To that 
end, one senior Mongolian advisor speaks of the Mongolian story as a "low 
frequency" broadcast from Mongolia to North Korea, setting an example for 
transitioning from a Stalinist economy and even for political opening. 
Mongolia's bent on nuclear weapons free zone status is another exemplar, 
and Ulaanbaatar sees itself as a possible seat for Northeast Asia regional 
discussions on inter-Korean or common development issues. It recently 
hosted Japan-North Korea working group discussions as part of the Six-
Party Talks process. Mongolia's lack of historical memory issues that persist 
among other Northeast Asian players make it an ideal setting for such 
endeavors, and its understanding of the common development and 
environmental challenges facing itself, rural China, the Russian Far East, 
and North Korea make for a sensible expansion of the Six-Party Talks 
beyond denuclearization efforts. Alongside nations like Australia, New 
Zealand, and Canada, Mongolia can figure as an important facilitator in 
agricultural, energy, environmental, energy, trade, ecotourism, and other 
dialogue. 
 
East Asia 
Diplomatic relations were established with South Korea in 1991, and 
during the Mongolian President's visit, seven agreements and treaties were 
signed, providing the legal basis for further expanding bilateral relations.
310
 
However, the increasing closeness with South Korea caused problems in 
North Korea – Mongolia relations, culminating in 1999 when North Korea 
closed their embassy in Ulaanbaatar; allegedly in response to the state visit 
by then South Korean President Kim Dae-Jung 2001 President Bagabandi 
made state visits to India and Nepal.
311
President Ochirbat traveled to 
Indonesia, and foreign minister Nyam-Osoryn Tuya visited Thailand and 
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Vietnam, stimulating the Vietnamese President to make the first official visit 
to Mongolia of a leader of that state in forty five years.
312
 
 
India 
Though geographically apart, Mongolia and India have had 
civilizational links spanning over a period of 2500 years. Mongols consider 
India as the birth place of Lord Buddha and call it affectionately as their 
‗spiritual Neighbour‘. There are historical writings confirming that 
Buddhism first traveled to Mongolia in 3
rd
 century BC during the Hun 
period. In modern times, India was the first noncommunist state to recognise 
the Mongolian People‘s Republic. Pt. Nehru  was instrumental in 
establishing diplomatic ties between India  and Mongolia in 1955.
313
 Since 
then there have been regular exchanges of high level visits between the two 
countries. However, it did not establish the embassy until the 1990s, when it 
appointed a Buddhist, Kushok Bakula, who was believed to be the 
reincarnation of a Bodhisattva, as its ambassador. During the visit of Prime 
Minister Enkhbayar to India in 2004 bilateral relations between the two 
countries were elevated to the level of partnership encompassing all possible 
areas of cooperation and within a few months, forth Mongolian students left 
for advanced studies to India.
314
 Over the years, the two countries have 
signed 28 agreements on bilateral cooperation, which provide a 
comprehensive legal framework for cooperation in all areas of human 
activities.
315
 However India‘s economic relationship with Mongolia has not 
become significant.  Total trade over between the two countries in 2002 
amounted to $ 1 million. 
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Russia 
After the disintegration of the former Soviet Union, Mongolia 
(USSR} developed relations with the new independent states. Links with 
Russia and other republics were essential to contribute to stabilization of the 
Mongolian economy. The primary difficulties in developing fruitful 
coordination occurred because the new independent states (NIS} was 
experiencing the same political and economic restructuring as Mongolia. 
Despite these difficulties, Mongolia and Russia successfully negotiated both 
a 1991 Joint Declaration of Cooperation and a bilateral trade agreement.
316
 
This was followed by a 1993 Treaty of Friendship and Cooperation 
establishing a new basis of equality in the relationship. Mongolian President 
Bagabandi visited Moscow in 1999, and Russian President Vladimir Putin 
visited Mongolia in 2000 in order to sign the 25-point Ulaanbaatar 
Declaration, reaffirming Mongol-Russian friendship and cooperation on 
numerous economic and political issues.
317
 In the economic and trade fields 
particularly since the year 2000, the negative downward trend of the early 
and mid 1990s has been diminishing and the Russian business communities 
have already begun to turn towards Mongolia.
318
 In particular, cooperation 
in Mongolia‘s mining sector has recently been high on the Russian agenda. 
In January 2004, when Russia‘s Minister for Foreign Affairs Igor Ivanov 
paid an official visit to Mongolia a joint Russia- Mongolia statement was 
issued in which both sides advocated reinforcing security and cooperation in 
the Asia –Pacific Region, particularly, in the North East Asia.319 Similarly, 
during a May 2007 visit, Sergei Mironov, Russian Federation Council 
Speaker, explored the possibility of other mining deals, particularly the 
development of Mongolian coal deposits. However, apart from uranium and 
coal, Russians are also interested in projects involving Mongolia‘s 
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substantial copper, silver and gold reserves. On April 26, 2007, expansion of 
economic and trade ties between the two sides was pledged at a meeting of 
the bilateral sub-commission on regional and cross-border cooperation held 
in Irkutsk.
320
 The meeting decided to raise bilateral trade turnover as high as 
700 million US dollars, which would register almost a nine-fold increase 
over trade turnover in 2000 and more than 100 per cent increase over the 
2006 trade level.
321
  
 
Europe 
Mongolia seeks closer relations with countries in Europe and hopes to 
receive most-favored-nation status from the European Union (EU).
322
During 
1991, Mongolia signed investment promotion and protection agreements 
with Germany and France and an economic cooperation agreement with the 
United Kingdom. Germany continued former East German cooperative 
programs and also provided loans and aid. The Prime Minister has traveled 
to Germany, France, Belgium, and EU headquarters in Brussels seeking 
economic cooperation. President Bagabandi visited several European 
capitals in 1999-2000. In 2004 he became the first Mongolian President to 
pay a state visit to Canada, some 30 years after the two countries established 
formal diplomatic relations.
323
 Mongolia has a modest number of missions 
abroad. .Mongolia did not join the UN until 1961 because of repeated threats 
to veto by the Republic of China, which considered Mongolia to be part of 
its territory had not renounced claim to Mongolia as one of its provinces, 
primarily out of concern that such a move would be viewed as a precursor to 
renouncing sovereignty over all of Mainland China and Taiwan 
independence. In 2002 several ROC officials and government agencies 
passed laws and made strong statements recognizing Mongolia‘s sovereignty 
over the area (unofficially). Outer Mongolia was removed from the ROC's 
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official maps and a representative office was established in Ulanbaatar. One 
of the objectives of European countries has been to cope with the 
humanitarian problems faced by Mongolian society. European  states have 
provided assistance through TACIS (Technical  Assistance To the 
confederation of Independent states) and other programmes. The French 
government has initiated projects to improve the response to emergencies, to 
train physicians, to assist regions affected by forest fires, to ensure the 
portability of the water and the quality of the air in Ulaanbaatar, and to 
upgrade water supplies in several rural locations. Sweden has offered 
assistance on tourism, vocational assistance, and information technology; 
and Spain has offered loans for improvement of the sewers in 
Ulaanbaatar.
324
 
Japan 
Mongolia has been a firm supporter of Japan in the United Nations, 
other international organizations, international conferences and international 
committees.  
 
.  
Japan's economic cooperation with Mongolia (million yen) 
Fiscal year 1990 1991 1992 1993 1994 1995 1996 1997 1999 
Grant aid 494 3,308 3,908 4,535 5,905 5,825 4,803 4,298 29.987 
Loan assistance 0 4,836 2,458 3,321 4,753 4,493 5,827 5,046 49,583 
Technical 
cooperation 
151 402 681 1,810 2,272 2,337 1,813 1,933 16,108 
In particular Mongolia has maintained a policy of cooperation with Japan in 
pursuit of the peace and stability of the northeast Asian region. Mongolia 
has also been a steadfast supporter of Japan's becoming a permanent 
member of the United Nations Security Council. 
325
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 Initially, economic cooperation was principally in the form of humanitarian 
aid for the Mongolian people, who were suffering deprivation amid the 
deteriorating economic situation in Mongolia at that time. Gradually, 
however, the cooperation came to be focused on the development of 
infrastructure to assist the gaining of economic self-sufficiency.  
(2) In March 1997 the Governments of the two countries held discussions on 
the policy for medium to long-term assistance for Mongolia by Japan, and it 
was agreed that the following four should be the priority fields for economic 
cooperation.  
(i) The development of the economic base and prerequisites for fostering the 
development of the industrial base (The fields of energy, transportation, 
and communications)  
(ii) Intellectual aid and human-resource development for the transformation 
to a market economy.  
(iii) Aid for agriculture and livestock farming.  
(iv) Aid for basic living conditions (Education, health and medical care, 
water supply) 
 In addition, not only with regard to bilateral relations, but also in the 
international arena, Japan is actively taking initiatives in aid of Mongolia. 
Since 1991 a total of seven conferences of countries providing aid to 
Mongolia have been held, of which six conferences were held jointly with 
the World Bank in Tokyo. The seventh conference was held in Ulaanbaatar 
with the Chair of the World Bank in June 1999. It is of note that at the 
Conference, the Government of Japan expressed its intention to provide the 
largest ever amount of aid, totaling US$ 320 million, which has been of 
great assistance to Mongolia's development efforts.
326
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VIP Visits 
From Japan to Mongolia  
Year Name 
1993 Delegation of the House of Councilors 
1994 Delegation of the House of Representatives 
1995 
 
Ministry of Health and Welfare Junichiro Koizumi 
1996  
1997 1998 
1999 
Prime Minister Keizo Ob1uchi 
Ministry of Home Affairs Takeshi Noda 
 Deputy Chief Cabinet Secretary Muneo Suzuki 
Minister of Posts and Telecommunications Seiko Noda 
2000   Delegation of the House of Councilors 
2005 Senior State Secretary for Foreign Affairs Tetsuma Esaki 
2008 Minister for Foreign Affairs Yoriko Kawaguchi 
2010 Members of Japanese house of representatives 
 
 
The United States 
The United States established diplomatic relations with Mongolia in 
1987, when it was still a Communist state, and since then has sought to 
expand bilateral political, cultural and economic ties. Mongolia values 
partnership with US at a great deal especially due to the fact that in the 
recent years the later has reiterated its support for Mongolia‘s active 
participation in the multilateral process of economic and security 
cooperation taking place n the Asia pacific region.  As a new democracy, 
Mongolia also places a high priority on cultivating good relations with the 
United States, which government officials in Ulaanbaatar have referred to as 
Mongolia‘s ―third neighbor.‖ Early in the 1990s political scientists became 
nervous about China‘s potential for monopolizing Mongolia‘s economy, as 
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its northern neighbor, Russia had done in its communist period. As a result, 
a new foreign policy concept called the ‗Third neighbor Policy‘ was first 
proposed for Mongolia in 1990 by U.S Secretary of State James Baker.
327
 
Mongolian policymakers quickly were enamored by the concept and in 
1990s embarked on the task of ‗searching for the Third Neighbor‘. 
Mongolian political scientists and economists supported Mongolian 
integration with the Northeast Asian region as the best chance for the 
country to develop and prosper, as well as to balance China‘s economic and 
political influence. Northeast Asia was called Mongolia‘s natural economic 
territory, as a ‗regional Third Neighbor‘. Unfortunately, in the second half of 
the 1990s the Asian economic crisis dashed hopes of this special role for 
Japan or South Korea. Germany was self absorbed in its own reunification 
problems, so for Mongolia the only realistic choice was the U.S. At 
Mongolia‘s invitation, the United States began a Peace Corps program there 
in 1991, which by 2007 was maintaining about 100 Peace Corps volunteers 
in the country. Also in 1991, following the signing of a bilateral trade 
agreement, the President restored Mongolia‘s most-favored-nation (MFN) 
trading status now referred to as Normal Trade Relations (NTR) under the 
conditional annual waiver provisions of Title IV of the Trade Act of 1974. 
That NTR status was made effective on July 1, 1999, obviating the annual 
trade status review process.
328
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 This strategic concept meant that another large power such as the US, Germany       or Japan would 
act as a third neighbor for Mongolia to counterbalance the       traditional roles played by Mongolian 
border neighbors. 
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Table Major Mongolian Merchandise Exports and Imports: 2010 
 
Major Commodity  $millions Percent of total  
Total Exports 1,886.6 100 
Ores (mainly cooper) 
 
Precious stones and metals (mainly 
gold and gold products) 
Animal hair, yarns, and fabric (mainly 
cashmere and cashmere products) 
1,085.9 
 
234.9 
 
193.1 
57.6 
 
12.5 
 
10.2 
Total Imports 2,117.0 100.0 
Mineral fuels (mainly oil) 
Machinery 
Transport Equipment, vehicles, and 
spare parts 
569.3 
264.7 
192.4 
26.9 
12.5 
9.1 
Source: Global Trade Atlas, 2010, www.gtis.com/english 
Mongolia remains a relatively minor (though growing) U.S. trading partner. 
According to International Monetary Fund (IMF) statistics, in 2005, U.S. 
exports to Mongolia totaled $21.5 million, while imports totaled $144 
million.
329
 According to the U.S. Department of Commerce, the most 
promising sectors for increased U.S. exports to Mongolia include mining, 
construction, franchising, information technology, tourism, and meat 
processing. On July 15, 2004, the United States signed a Trade and 
Investment Framework Agreement (TIFA) with Mongolia to boost bilateral 
commercial ties and resolve trade disputes. Since 1991, the U.S. Agency for 
International Development (USAID) has provided around $150 million in 
assistance to Mongolia. Major USAID programs have focused largely on 
promoting sustainable private sector-led economic growth and more 
effective and accountable governance. One primary U.S. interest in 
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Mongolia is in supporting the country‘s ongoing transition from a 
communist state to a nation with a market-based economy and a 
democratically elected government. U.S. support for both Mongolia‘s 
political and its economic reforms has been tangible. The United States 
strongly supported Mongolia when it joined the IMF, the World Bank, and 
the Asian Development Bank in 1991. Congress annually has earmarked 
U.S. assistance amounts for Mongolia to signal its support. In addition, in 
2007, the House Democracy Assistance Commission initiated a program of 
parliamentary assistance to Mongolia‘s parliament, the State Great Hural. 
The US military helped train and equip Mongolia‘s army.330 The U.S. 
Agency for International Development USAID plays a lead role in providing 
bilateral development assistance to Mongolia. The program emphasizes two 
major themes: sustainable, private sector-led economic growth and more 
effective and accountable governance. Total USAID assistance to Mongolia 
from 1991 through 2009 was about $190 million, all in grant form. In the 
area of economic growth, USAID‘s 2009 budget of $7.5 million focused  on 
economic and trade policy, energy sector reform, and national consensus-
building, with a special emphasis on stabilizing the banking sector and 
building national consensus on the future of the mining sector. In the area of 
governance, USAID funding in 2009 supported anti-corruption work and 
help improve the ability of the judiciary to adjudicate commercial cases. 
Through its third neighbor policy Mongolia has emerged as an increasingly 
active regional and international contributor. For the Bush administration, 
that has been crystallized by Mongolia's continued peacekeeping efforts in 
Iraq and Afghanistan, provision of over-flight rights in the immediate 
aftermath of 9-11, and other efforts at military-to-military cooperation. U.S 
appreciation for this assistance led in part to  visit to Mongolia by Secretary 
of Defense Donald Rumsfeld (in October 2005) and President George  
W.Bush (in November 2005) — the first U.S. Defense Secretary and U.S. 
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President ever to visit Mongolia.
331
 Richard Armitage praised Mongolia for 
actively contributing to the American led anti terrorism coalitions in Iraq 
and Afghanistan. R President Bush‘s visit resulted in a Joint Statement 
reaffirming the U.S.-Mongolian ―comprehensive partnership between their 
two democratic countries based on shared values and common strategic 
interests...‖China has considered all these acts ― as part of a new US military 
strategy for Asia designed for its needs.
332
 In 2006, Mongolia expanded its 
global peacekeeping activities by sending a contingent of 250 soldiers to 
protect the U.N. war crimes tribunal in Sierra Leone, a platoon to participate 
in the NATO mission in Kosovo, and by helping to serve as U.N. observers 
in Sudan and Ethiopia/Eritrea Mongolians appeared disappointed when the 
late 2005 visits by U.S. President George Bush and the then-U.S. Defense 
Secretary failed to see quick disbursement of the Millennium Challenge 
funds. What U.S. administration officials have been less aware of is the 
significant risk associated with continued rotations of Mongolian troops in 
Iraq; loss of life would result in serious political debate at home. And 
Mongolians are uncertain at the level and depth of the U.S. commitment, 
especially when weighed against the tremendous pressures from Russia and 
China on Ulaanbaatar. Mongolia, nevertheless, remains a key geopolitical 
component of Beijing‘s strategy in Eurasia, particularly after the  Mongolian 
leaders are convinced that Japan is not in a position to be a true ―Third 
Neighbor‖, while the US and Mongolia have moved beyond this rhetorical 
idea.
333. However, if at all a ―Third Neighbor‖ is required, it can be 
visualizes not in terms of a single country rather a group pf countries, 
especially those who supported consistently the democratic changes in 
Mongolia.
334
 US Mongolian bilateral trade over the last twenty years has 
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been very limited, despite  Mongolia having most favored nation status. U.S 
investment is only slowly growing, although political and military relations 
are closer day by day. The present trends suggest that relations between 
Mongolia and the United States will continue to strengthen, although it is 
not likely that the U.S will become Mongolia‘s most important economic 
partner.  In any case, for the foreseeable future Mongolia will have  to rely 
much on its diplomatic initiatives  to  ensure its security and foreign policy 
concerns for maintaining not only the country‘s sovereignty and territorial 
integrity, but also achieving  the socio economic security 
CHINA 
In less than a decade Mongolian - Chinese relations went through a 
dramatic transformation when adversely relations between the two countries 
were replaced by partnership in 1990‘s after the collapse of USSR.335 Over 
the years there has been a continuum in their relationship, especially in the 
political sphere which has bought in a high degree of mutuality and inters- 
independence between the two sides. During the past several years, after the 
normalisation of relationship Mongolia and China have signed important 
treaties and agreements which provide a legal framework to promote 
bilateral relation.
336
 The issue of economic ties between the two countries is 
the most important and integral part of bilateral relations. The two countries 
are very much interested in developing trade and mutually beneficial 
economic cooperation.  As Chinese energy demand rises, a stable and 
neutral Mongolia is important for China as a transit link and a transportation 
corridor between resource rich Russian Siberia and resource deprived 
coastal and Central China. In 2002, bilateral relations were further improved 
when Mongolian Prime Minister Enbkhbayar requested Chinese economic 
assistance in the construction of railway link between Eastern province of 
Mongolia and North eastern province of China via Choibalsan Arshant 
direction. China and Mongolia vowed to enhance cooperation in 
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international issues, ranging from UN reform and regional political dialogue 
to the nuclear issues on the Korean Peninsula. Both sides express their 
support for each others efforts to promote political dialogue and mutual trust 
in the region and welcome each other initiatives aimed at enhancing 
dialogue and cooperation in Northeast Asia.
337
The changing climate at the 
international scenario has made them realize the benefits of sustaining the 
peaceful atmosphere. Last sixteen years have been productive and eventful; 
much has been enacted and contributed jointly in terms of political and 
economic exchange. Even the cultural interaction has been intensified.  
Chinese loans and technical aid to Mongolia have increased throughout the 
1990‘s and the pace of investment has actually quickened over the past few 
years. 
338
 
China has an insatiable appetite for oil and gas and Mongolia is capitalizing 
on that to develop this sector too.
339China‘s Dongsheng Jinggong is 
conducting petroleum operations in five blocks. In 2006, it produced some 
889,000 thousand barrels of crude, most of which went to service China. For 
Mongolia the challenge is how to gain from China‘s rapid rise. With the 
Chinese market set to claim the 21st century, Mongolia‘s future looks bright.  
The current political will in both China and Mongolia to improve and 
expand bilateral relations and to manage the territorial differences by 
peaceful means augurs well for the future development of their bilateral 
relationship. Both sides put bilateral ties in an important position in their 
foreign relations. China and Mongolia respect the others independence, 
sovereignty, territorial integrity, respect the others road of development, 
properly handle the others concern, and exert joint efforts in reciprocal and 
common development.
340
 It is a key factor in assessing how the future of the 
bilateral relationship will develop. This endeavour of Mongolia to improve 
                                                 
337
 Sharad K. Soni, ―Perspectives on Mongolia, China and Russia‖, Jadavpur       Journal of 
International relations, Kolkata, vol. 2, 1996, pp. 171-179 
338
  Ibid, p. 182 
339
  ―Unlocking Mongolia‘s Potential‖, Foreign Affairs, New York, May- June     2005,    p. 3. 
340
 ―China Mongolia good Neighbourly relations enter new Phase: Chinese    President‖, Xinhua,  
June  2006.   
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
140 
and strengthen relations with China is the result of comprehensive foreign 
policy formulated on quite a new basis under the existent circumstances 
arisen out of the impact of political and economic reforms in the country.  
Mongolia‘s aim is to establish in its immediate surroundings a power 
equation most attuned to its immediate national interests. Friendly and 
constructive relations with China constitute the corner stone of Mongolia‘s 
security policy as well as foreign policy perspectives. All these 
developments have been contributory factors for these two neighbouring 
countries to strengthen their bilateral relations. At the end Mongolia will try 
to benefit from economic linkages with Chinas booming economy. There is 
a possibility for Mongolia to integrate more closely with world economy 
through China in general and the economy of Asia and Pacific in particular. 
The market for pure ecological and mineral products and raw materials will 
continue to increase. To meet the market needs of china and the world, 
Mongolia‘s geographical location connecting Asia and Europe will play an 
important role. 
 
MONGOLIA AND CENTRAL ASIA 
Mongolia and Central Asia share a pastoral nomadic heritage, and 
both experienced Soviet rule for seventy years in the twentieth century.  One 
major difference is that Muslims are in majority in Central Asia, while most 
Mongolians are Buddhists. However, seven decades of communist rule 
weakened formal religions, reducing the possibility of religious conflicts and 
improving the chances of mutually beneficial relations. Mongolia shares a 
border with Kazakhstan, Kazakhstan, and Kazakhs constitute about 5 
percent of country‘s population, most of them living in the western province 
of Bayan-Olgii. 
Yet the turbulence in Central Asia in the 1990s and the early twenty-
first century has precluded much contact except for Kazakhstan. Mongolia 
established diplomatic relations with Uzbekistan, Tajikistan, and 
Turkmenistan, but this formal did not translate into any significant political 
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involvement. For a time a civil war raged in Tajikistan, and Uzbekistan and 
Turkmenistan, ruled by authoritarian rulers had stalled economies. 
Surprisingly, Kyrgyzstan provided $1,170,000 of goods in trade and planned 
to assist in building an oil refinery, which was projected to provide 15 
percent of Mongolia‘s needs. By 1999, Kyrgyzstan had invested $750.000 in 
Mongolia and air links had been negotiated. However, this scarcely made 
the two countries significant economic partners, and dramatic increases in 
their economic relationship seem unlikely.
341
  
Kazakhstan is the only central Asian country to have more than a 
perfunctory relationship with Mongolia, partly because of the later country‘s 
Kazakh minority. Faced with an economic depression in Mongolia after the 
withdrawal of Soviet economic assistance, an estimated 39.000 Kazakhs left 
for Kazakhstan in 1991-92. Many were to be disappointed, as Kazakhstan 
had similar economic difficulties, including problems in the privatization 
process. Such problems prompted Mongolia‘s Prime Minister Puntsagiin 
Jasrai to make an official visit to Kazakhstan to negotiate better conditions 
for Kazakh émigrés. However, their economic situation did not improve, and 
many Kazakhs had returned to Mongolia by 1996. They came back to 
similarly unsettled conditions in Mongolia. A 1997 letter from Bayan-Olgii 
to the Prime Minister of Mongolia pleaded  for greater assistance from the 
central government because every second family had a member with no 
employment and every third live below the poverty line.
342
  
Economic relations between Kazakhstan and Mongolia started 
promisingly, but progress had been disappointing. Kazakhstan‘s trade with 
Mongolia amounted to only $7.6 million in 2002.
343
  Mongolia planned to 
exchange its copper for grain, flour, and oil, but by 1997, Kazakhstan had 
piled up a substantial debit to the Erdenet copper mines, exacerbating the 
financial problems of that vital enterprise. Reciprocal visits by the two 
countries presidents in 1998 and 1999 produced pledges of cooperation, 
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Kazakhstan agreeing to establish joint ventures in grain processing and 
woolen fabrics and processing in Mongolia, to trade for cashmere and meat 
and meat products, to pay its debits to Erdenet, and to provide oil for 
Mongolia.
344
 Both sides have committed themselves to improving road and 
air links between them. By making the first official visit of his Presidency a 
trip to Kazakhstan in March 1998, Natsaghiin Bagabandi sought to 
emphasize the significance of the two countries mutual relations. In any 
case, the effectiveness of these pledges remains to be seen. 
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CHAPTER V 
SOCIAL TRANSITION 
 
 
 5.1 THE SOCIAL TRANSFORMATION IN MONGOLIA 
Under the command economy before 1990, the social sectors i.e., 
health, education and social protection—in Mongolia were generously 
financed by the state. About 40% of Government expenditures were devoted 
to social development. Health, education and other social services were 
widespread and were accessible because these were provided by each 
government-owned enterprise. Access to employment was nearly universally 
guaranteed, and there was essentially no open unemployment. The social 
security system was based on a combination of consumer subsidies, 
universal benefits supported by the central budget, and uniform state wages. 
All sectors of society were covered by the pension system, and the state also 
provided a comprehensive range of benefits to families, children, and groups 
designated as ―vulnerable‖. The early years of Mongolia‘s transition from a 
centrally planned to a market-oriented economy proved difficult. The 
economy contracted sharply with the withdrawal of Soviet Country 
Assistance Program.  Unfortunately, the social costs of Mongolia‘s rapid 
transition from a centrally command economy to a market- oriented one 
have been very high. Basic social and human development services once 
available either stopped functioning or became inaccessible to the majority 
of the population in its early phases and remain sketchy at best Mongolia‘s 
transformation from a centrally planned to a market-based economic system 
has had adverse social impacts. The transition has been accompanied by a 
concomitant increase in poverty and unemployment levels, deterioration in 
the status of women and the disabled, and a surge in rural to urban 
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migration.
345
  As the develop mentalists at UNDP tried to humanize pro-
market voices from the Neo-Liberal camp, they did not go unchallenged. 
Campi (2006) criticized Griffin and other development thinkers for linking 
anti-poverty efforts to urbanism or, as she puts it, sedentarization. She 
argued that many of Mongolia‘s cities are sited for political, military or 
industrial reasons and are not sustainable without subsidy. Only policies that 
consciously incorporate Mongolia‘s nomadic traditions would be 
sustainable. When the collectives disbanded and privatized herds, many 
people moved to cities to escape rural poverty. ―New herders‖ who lost state 
supported jobs moved to the country but may not have known how to raise 
livestock well.
346
 Since wealth is measured in livestock, and new herders did 
not have strict state imposed controls on sizes, it encouraged families to 
overgraze and placed additional burdens on women and children. 
Traditionally poverty is associated with laziness in current or previous lives. 
Poverty is the main reason for migration. ―Free time‖ for women means 
making clothes, drying meat, curdling milk and other chores.
347
  Benwell 
cites employment data showing how women dominate hotels, restaurants, 
social services, health care, education, banks and retail, but are not as well 
represented in agriculture, military, journalism and heavy industry. In 
professions, such as law, they are well represented at low levels, but not at 
provincial or the supreme court.
348
Although women are paid for 101 days of 
maternity leave and may take leave without pay for two years of child care, 
this only makes employers reluctant to hire them. Social assistance for child 
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care, disability and pensions are too small to live on without family 
support.
349
 
 
Health 
Mongolia‘s transition to a market-oriented economy adversely affected the 
Government‘s ability to finance and deliver health services.  With the 
cessation of Soviet financial assistance, drastic cuts had to be made in the 
Government‘s health expenditures and in subsidies for social welfare 
programs. In its 2003 Report, the Human Rights Commission of Mongolia 
notes hospitals are ill equipped with personnel often lacking in key skills and 
technical capacity, while patients experience long delays in being admitted 
for reasons of geography, skills, bureaucracy, and or infrastructure. There 
are complex pricing mechanisms for medical care and rising levels of 
maternal mortality, which tend to be higher in the rural areas.
350
Fees are 
collected in both public and private hospitals for services such as opening 
medical records, undertaking analysis, giving injections, gaining 
appointments, visiting or nursing patients and using the toilet. There were 
1,868 hospitals in 1990 and 1,434 in 2000. The number of hospital beds in 
the same period fell from 26,400 to 17,900. Medical services, medication 
and facilities are ‗insufficient and are of a poor quality‘ for the poor, 
livestock breeders and rural people.
351
 Facilities are inadequate, ambulances 
reach livestock breeders only when they pay for fuel and patients are forced 
to pay for medication without reimbursement. In rural areas professional 
skills and facilities are poor, test equipment is inadequate and people are 
forced to travel to urban areas, which they can ill-afford. The Government 
initiated steps to change the social welfare system from provision of 
universal access to more targeted assistance.  The transition created unique 
and specific challenges to the health sector including (i) improving 
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efficiency in the hospital system; (ii) providing adequate support for primary 
health care (PHC); (iii) strengthening governance, monitoring, and 
regulation; and (iv) addressing urban health service issues.
352
 Government 
considers improving the quality of the health care system, ensuring access to 
and quality of PHC, and reforming health care financing to be key 
instruments to reduce poverty; accelerate economic growth; and reduce 
disparities in the development process, particularly between rural and urban 
areas. However, there has only been ―modest‖ progress in replacing a health 
system dominated by high-cost, urban-based hospitals with a system that 
relies more on PHC and preventive services. Key sector goals such as the 
rationalization of hospitals and personnel have also faced stiff political 
opposition, and have not yet been achieved. The Ministry of Health is 
currently focusing on reducing the health services gap between urban and 
rural populations.  A large percentage of the Mongolian population is semi-
nomadic, complicating equal distribution of health care services. Infant 
mortality is at 1.9% and child mortality is at 4.3%.
353
  Material health 
resources are limited, while only 2% of public expenditure is allocated 
towards health.  Human resources, on the other hand, are abundant.  There 
are approximately 307 doctors and 243 nurses per 100,000 people.  
Approximately 30% of the population has access to improved sanitation, 
while 60% has access to improved water. The Mongolian Ministry of Health 
reports that the proportion of underweight children remained constant 
between 1992 and 2000 at just over 12%, while it has decreased to 6.4% in 
2004. The proportion of stunted children has declined from 26% in 1992 to 
25% in 2000, to 19%in 2004. The main causes of morbidity are respiratory 
and digestive diseases, while leading causes of mortality are circulatory 
diseases and tumors. 
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EDUCATION 
For the right to education, equitable access to schooling remains a 
problem with the introduction of private schooling, although there has been 
considerable progress in restructuring the public education system. 
According to data from 2000 for the Mongolian Government‘s report to the 
Committee for the Rights of the Child, there were 683 secondary schools 
with a capacity for 280,000 pupils, teaching 494,500 pupils, which means 
there are between 40 and 50 pupils in each class who are taught across 3 
shifts per day.
354
Private schools have begun to ease the burden, but tuition 
fees at some schools are three times more than higher education facilities. 
The insufficient number of schools makes them enormously overcrowded, 
which has an impact on the quality of education and leisure activities.
355
 
Boarding schools are essential in the rural areas. As of 1995, Mongolia 
allocated 15% of its public expenditure towards education.  The proportion 
allocated towards education has declined slightly over the past several 
years.   Denmark, UNICEF, and the Asian Development Bank are the 
primary international contributors to educational development in Mongolia.  
The central educational authority is the Ministry of Science, Technology, 
Education, and Culture (MOSEC).  Post-general secondary students have the 
option of attending vocational school or upper secondary school, which 
prepares students for higher education.  In 2000, 96% of females, and 92% 
of males attended primary school.  Enrollment for secondary school is much 
lower at, 51% for females and 68% for males.  Although literacy rates are 
high and continue to increase (99% for both males and females), enrollment 
for both primary and secondary school is dropping.
356
 The Committee on the 
Rights of the Child notes that despite the implementation of the revised Law 
on Education (1995), there are still a high number of primary school aged 
children that do not attend any school at all, growing illiteracy and a high 
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rate of drop-outs, especially in the rural areas. In addition, the Committee 
notes that fees, violence in schools, defective schooling facilities including 
insufficient classroom seats and low quality text books are areas of 
concern.
357
 The Mongolian Ministry of Education, Culture, and Science 
reports that completion rates in primary education have increased from 
80.8% in 2000-2001 to 88.4% in 2003-2004, while completion rates for 
secondary education rose from 68.4% to 80% over the same period. Those 
who do not finish school come primarily from herder families in the rural 
areas.
358
  
 Given the situation of financial austerity it faced, the government 
needed to seek for ways to share the higher education burden with 
individuals and the private sector. Tuition fees were introduced in 1992 and 
became the norm from 1993 in all public higher education institutions. They 
are a major revenue source for institutions. The first introductory amount of 
tuition equaled about four months‘ salary of a university senior lecturer and 
it remains relatively the same. The setting of the tuition amount rests on the 
variable costs (teaching staff salary, social insurance, practice/internship 
supervision, purchase of books) of the institution. Unlike most other 
countries, tuition fees in Mongolia are expected to cover the full cost of 
teachers‘ salaries, laboratory, facilities and other expenses. Even the 
building maintenance and upkeep has been left on the institutions‘ shoulders 
since 1997. The World Bank reports that in only 20 countries fees cover 
more than 10 percent of recurrent expenditure for public higher education. In 
Hong Kong, for example, which is one of the most vigorous capitalist 
societies, student fees in the early 1990 represented only 18 percent of 
                                                 
357
 Mongolian Government, ―National Action Plan on youth employment and       implementing 
strategy 2006-2010” 2006, Government of Mongolia,      Ulaanbaatar.  
357
 Rossabi, opcit, P. 282 
 
 
 
  
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
150 
recurrent costs.
359
 Nevertheless, Mongolian higher education institutions are 
expected to generate 60 to 80 percent of their annual budget from tuition. 
Despite the pattern of reductions in state allocations, public higher education 
institutions have limited autonomy in respect to finance. They have not been 
allowed to raise their fees to the levels necessary to cover increased costs. 
The introduction of tuition necessitated the government to initiate a student 
loan scheme.
360
 
In 1992 the State Training Fund was established to operate 
government grant and loan programs under the coordination of MOSEC. 
Government assistance to students in Mongolia is implemented as national 
grants and loans. National grants are provided to students to cover their 
tuition fees mainly on basis of financial need. Categories of students who are 
eligible to receive tuition grants include: one child of civil servant parent 
family, students from families under poverty level, students from herdsmen 
families with less than 500 heads of small cattle, and students from families 
where more than three children are currently attending a higher education 
institution.
361
There is one category that can be considered as merit-based 
among these categories: tuition grant for the rest of the remaining academic 
years for a distinguished student by a recommendation of the rector of the 
institutions. National loans are provided on the basis of a contract signed by 
the student in which they promise to work in a contracted placement for the 
government at the end of the study for a certain period.
362
 The loan is 
forgiven if the student returns the service to government by working in the 
placement for five to eight years depending on the remoteness of the 
placement, but turns into a loan with an annual interest rate of 3-5 percent if 
she/he decides otherwise. The loan should be repaid within ten years, 
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however, the interest starts charging from the seventh year of the loan 
allocation.
363
 The loan pool comes about 80 percent from government 
budget and rest from the repayment of past loans and interest. In 2000-2001 
approximately 26 percent of students studying in public institutions received 
either loans or grants, while another 75 percent of students who did not 
satisfy grant and loan requirements got some amount of (11-22 percent of 
annual student expenditure) financial support. The first private higher 
education institution was established in Mongolia in 1991. The government 
does not put ceiling on private institution tuition fees in order to support 
private education and lets the market regulate the amount of tuition fees in 
private institutions. 
364
There are 136 higher education institutions and a third 
of all students attend private institutions. Government funds for student 
loans apply only to accredited private and public institutions. 
The table given below  illustrates an estimation of expenses for 
higher education borne by parents and/or students in Mongolia. The 
difference between public and private tuition rates in Mongolia is not 
significant, due to several reasons. First of all, there is not much difference 
in underlying costs that need to be covered by public and private tuitions, 
because all variable costs including teaching staff salary, laboratory and 
facilities in public institutions are expected to be covered by the tuition. The 
government only funds the fixed costs in public institution. In addition to 
that, private institutions are still relatively small in size, thus fixed costs in 
these institutions are lower.
365
 Furthermore, only a decade development of 
private higher education has not yet allowed the sub-sector to expand itself 
to science oriented research universities. Most private institutions are in the 
field of humanities. They deal with pure instruction, less research, and hire 
many part time faculty, which all contribute to a lower level of variable 
costs. During the last decade, Mongolia has received numerous loans and 
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grants from international donor agencies to use in education sector-wide 
reform efforts. The unique aspect  in this regard in comparison with the 
systems in the Newly Independent States of the former Soviet Union was 
Mongolia‘s geographical location and political history which enabled it to 
draw assistance from both East (ADB, Japan) and West (the European 
Union, the USA). Currently the Ministry of Science, Education and Culture 
is implementing the second phase of the Education Sector Development 
program funded by a $34.3 million ADB loan in total. Higher education 
institutions benefit from international cooperation in infrastructure 
development, faculty development abroad, and research activities etc.
366
 In 
addition; individual institutions are expected to create about ten percent of 
their annual budgets from various income generation activities, fund raising 
and philanthropic sources. Besides the traditional auxiliary income source of 
cattle herding, the institutions are opening business centers for the purpose 
of full-cost recovery. Although private contribution to higher education 
institutions is increasing mainly due to enhanced international cooperation 
and collaboration, the scope of domestic private giving is not yet very 
significant because of the lack of tradition of making private gifts and 
inadequate pool of capital that has not yet been created in the still 
transitional economy of the country. Finally, finance-driven reform in 
Mongolian higher education is well underway. Higher education institutions 
already have a decade of experience in market economy, which forced them 
to make a dramatic switch from full appropriation from the government to 
almost the other end of the spectrum.
367
 
3 Poverty 
According to the Food and Agriculture Organization (FAO) of the United 
Nations and the UN Special Rapporteur on the Right to Food, Mongolia has 
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the highest level of under nourishment in Asia and is the most ‗food 
insecure‘ country in the region apart from Cambodia. In his 2005 report, The 
Special Rapporteur notes that the daily per capita intake of calories falls well 
below international standards where more than 35% of the Mongolian 
population officially lives below the poverty line, while 20% of children are 
stunted, 6.4% are underweight, and a 13% die before reaching the age of 
five owing to 
 
Higher Education Expenses Borne by Parents and Students per 
year,First Degree, Academic Year 2002-2003 
[Approximate conversion of Mongolian currency Togrick (T) converted to 
$US by 2002 Purchasing Power Parity $1 = 266.5] 
 
  Public   Private  
 High public Low Public High  private  Low private 
 
Special ―One 
time‖ or ―Up 
front‖ fees 
 
T 3000 
(application 
fee) 
US$ 11.2 
 
T 1500 
(application 
fee) 
US$ 5.6 
 
T 4000 
(application 
fee) 
US$ 15 
 
T 1200 
(application 
fee) 
US$ 4.5 
 
Tuition T 450,000 
US$ 1688.5 
 
T 300,000 
US$ 1125.7 
 
T 650,000 
US$ 2439 
 
T 250,000 
US$ 938 
 
Other fees 
 
0 
 
0 0 0 
Books and 
other 
instructional 
expenses 
T 80,000 
US$ 300 
 
T 60,000 
US$ 225 
 
T 80,000 
US$ 300 
 
T 60,000 
US$ 225 
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Sub-total of 
instructional 
expenses 
 
T 533,000 
US$ 2000 
 
T 361,500 
US$ 1356.4 
 
T 734,000 
US$ 2754.2 
 
T 311,200 
US$ 1167.7 
 
Lodging 
 
T 360, 000 
US$ 1350 
 
0 
 
T 600,000 
US$ 2251.4 
 
0 
 
Food 
 
T 500,000 
US$ 1876 
 
T 200,000 
US$ 750.4 
 
T 500,000 
US$ 1876 
 
T 200,000 
US$ 750.4 
 
Transportation 
 
Bus: T 
50,000 
US$ 187 
Home visit 
once a year: 
T 
60,000 
US$ 225 
 
Bus: T 
50,000 
US$ 187 
 
Bus: T 
50,000 
US$ 187 
Home visit 
once a year: 
T 
60,000 
US$ 225 
T 120,000 
 
Bus:T50,000 
US$ 187 
 
Other 
personal 
expenses 
 
T 120,000 
US$ 450 
 
T 120,000 
US$ 450 
 
T 120,000 
US$ 450 
 
T 120,000 
US$ 450 
 
Sub-total of 
living 
expenses 
T 1,090,000 
US$ 4090 
 
T 370,000 
US$ 1388.3 
 
T 1,330,000 
US$ 4990.6 
 
T 370,000 
US$ 1388.3 
 
Total cost to 
Parent and 
student 
T 1,623,000 
US$ 6090 
 
T 731,500 
US$ 2744.8 
 
T 2,064,000 
US$ 7744.8 
 
T 681,200 
US$ 2556 
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High public: Highest tuition and living in dormitory or shared apartment 
Low public: Lowest tuition and living with parents 
High private: Highest tuition and living in dormitory or shared apartment 
Low public: Lowest tuition and living with parents  
 malnutrition and related diseases. Poverty increased from 15% of the 
population in 1991 to 36.3% in 1995. Poverty was disproportionately urban, 
with 57.2% of the poor residing in urban compared with 42.8% in rural 
areas.
368
 
 3. Three groups stand out among the poor: (i) subsistence, semi nomadic 
herder households with approximately 100 animals or less (ii) migrants in 
urban centers and on the periphery of Ulaanbaatar and (iii) the aged and 
disabled. Poor herder households have few income opportunities. They are 
vulnerable to weather shocks and often lack access to public services, 
particularly in health and education. Poor migrant households have often 
failed to make a sustainable living in herding. They lack basic urban 
services, cannot easily access health facilities and education, and mostly find 
only intermittent employment in the informal sector.
369
 Along with the 
uneducated, older Mongolians have generally been unable to access 
opportunities provided by the market economy and were not able to 
accumulate financial savings during communism. The social security and 
welfare system consumes a large share of the national budget but is unable, 
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partly due to poor targeting, to provide the aged and disabled with a 
reasonable standard of living. 
370
  
No systematic data exist on differences in the poverty of women and men, 
but as seen in Table below the male-headed households are far more likely 
to be in poverty than households headed by men.
371
 A total of 43.8 percent 
of households Headed by women fell under the poverty line, while only 34.8 
percent of male-headed households were poor. The gap between male- and 
female-headed households was particularly large in urban areas. Moreover, 
women work longer hours than men, given that families rely more on 
subsistence production and casual employment to meet household needs. 
Poverty elimination leading to economic security is a crucial and more 
immediate concern for Mongolia‘s survival as a state. Before 1990, although 
Mongolians had limited political freedom and economic choices, the state 
provided for most people‘s personal needs. 372 
 
Table Inequality trends, 1998, 2002–2003 and 2006, GINI coefficient for 
consumption, Mongolia 
Regional coverage 1998 2002-2003 2006 
Urban 0.350 0.329 0.380 
Rural  0.331 0.386 
Region  0.313 0.360 
West  0.306 0.342 
Khangai  0.320 0.354 
Central  0.314 0.393 
                                                 
370 
The informal sector in Mongolia consists of small-scale, mostly family-based        economic 
activities unrecorded in official statistics, and usually not subject        to the same set of 
regulations and taxation as the formal sector. Examples        include taxicab drivers, 
newspaper vendors, small kiosk operators,       individuals   selling    used tools, and boot 
repairmen.  
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East  0.317 0.399 
Location    
Ulaanbaatar   0.332 0.367 
Aimag centers  0.324 0.389 
Soum centers  0.318 0.373 
Countryside  0.309 0.346 
Source: NSO, WB, UNDP. HIES/LSMS 1998, 2002-2003; Mongolian 
Statistical Yearbook 2006. 
 
Poverty elimination leading to economic security is a crucial and more 
immediate concern for Mongolia‘s survival as a state. Before 1990, although 
Mongolians had limited political freedom and economic choices, the state 
provided for most people‘s personal needs. 373Economic stress has 
contributed to increased family breakups and petty crime.  Reported criminal 
offences have dramatically and steadily increased, from 8,000 in 1990 to 
25,000 in 1997, with only a slight drop to 23,000 in 1998. Other offences- 
from physical abuse and violence against women, to corruption, illegal drug 
sales and immigration occur but are not recorded as crime statistics. 
Increased crime has paralleled market economy transition while threatening 
personal, psychological, physical and economic human security. Human 
security generally depends on sufficient income to overcome poverty, 
broadening access to basic services and new opportunities.  
 
4.  Unemployment 
Under the command economy before 1990, access to employment was 
nearly universally guaranteed, and there was no recognized unemployment. 
The transition brought about a rise in unemployment—from 6.5% in 1991 to 
a high of 9% in 1994 due to retrenchment, privatization of state-owned 
enterprises, and bankruptcies. The official unemployment rate in 2001 was 
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6.5% (39,000 people), but actual levels were considerably higher and are 
estimated (after adjusting for persons employed outside the formal sector) at 
17%–23% of the population.374 The provinces in particular have suffered 
from massive layoffs of workers by private firms and the public service. 
Also, the incidence of young people unable to find work is increasing,
375
 
with severe social, economic, and potential political consequences. The 
informal sector in Mongolia consists of small-scale, mostly family-based 
economic activities unrecorded in official statistics, and usually not subject 
to the same set of regulations and taxation as the formal sector. Examples 
include taxicab drivers, newspaper vendors, small kiosk operators, 
individuals selling used tools, and boot repairmen.   According to official 
statistics, the unemployment rate in 2002-2003 stood at about 3.2% of the 
labor force. However, the actual level, after adjusting for persons employed 
outside the formal sectors, is estimated to be around 14%.  Loss of 
employment is the most prevalent trigger of poverty in Mongolia. Nearly 
49% of the unemployed are poor.  
The process of transition to market relations is inevitably followed by 
a social class transformation, particularly in urban areas, where people to a 
higher extent than in rural areas and small towns  have cut their links to 
livestock‘s herding. Most dramatic changes have occurred for urban state 
employees in factories and offices who have either been laid off , face staff 
cuts in the coming years, or have experienced that the purchasing power of 
their salaries is diminishing year by year. Large number of urban dwellers is 
now unable to live off their monthly salaries but have to supplement them 
with income from various jobs such as taxi-driving, petty trade, barter, 
brokering and whatever else is possible in the modern city. Among the 
educated, physicists and mathematicians may be seen to run computer 
                                                 
374 According to official statistics, the unemployment rate in 2002-2003 stood at    about 3.2% of 
the labor force. However, the actual level, after adjusting for    persons employed outside the 
formal sectors, is estimated to be around 14%. 
 
375 Every year the country needs to absorb 25,000 new workers into the labor     market, making 
new job creation a major challenge for the country. 
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businesses, engineers work as consultants, doctors work as interpreters, and 
some people with higher education even subsist as livestock herders on the 
steeps.
376
 Additionally, a group of riches has emerged, deriving its wealth  
mainly from  domestic and international trade and brokering, and engaging 
heavily in conspicuous consumption.
377
 
 
Gender 
Women achieved a high degree of equality under the socialist system. 
During the transition, the economic and social independence of women was 
severely undermined. Women were disproportionately affected by the 
transition. Women accounted for 52.2% of the unemployed. More women 
than men were retrenched when state factories closed, and women were the 
first to be laid off during restructuring of the processing, service, and trade 
industries, where women workers predominated. After Government-owned 
farms were closed and livestock and machinery were privatized, more than 
20,000 trained women lost their jobs. Many kindergartens and maternity 
centers closed, and the reduction in social services placed new demands on 
women to care for the young, the sick, and the elderly. By 1998, the 
proportion of poor female-headed households in Ulaanbaatar (44%) was 
more than twice the proportion of male-headed households (21%).
378
  
Impact on the Disabled 
 According to a survey conducted in March 2001 by the National Center for 
Rehabilitation for the Disabled, Mongolia had 115,000 persons with 
disabilities (PwD). The unemployment rate of PwDs was extremely high at 
86.9%.
379
 Of an estimated 39,700 PwDs capable of working, only 5,200 
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(13.1%) were employed. Due to the decline of social welfare and social 
insurance services for PwDs since 1991, 50% of PwDs live in poverty, 60% 
of them women.
380
 Despite legislation protecting and supporting PwDs, 
budgetary constraints limit assistance that can be provided by the state.  
  
Impact on Rural to Urban Migration  
The breakdown of rural collectives, the closure of industries in small 
provincial towns (in which employment was linked to a wide range of social 
services), and the privatization of the livestock sector led to the emergence 
of a new underclass of ultra poor families—herding families with small 
herds of livestock who have marginal subsistence livelihood. The many that 
lost their herds in severe storms in the winters of 1999–2000 and 2000–
2001, and in the intervening drought in the summer of 2000, who were left 
without means of livelihood moved to semiurban and urban areas. Rural 
poverty and unemployment are the major causes of rural-to-urban migration. 
The provincial cities of Darkhan and Erdenet and the capital Ulaanbaatar 
have been the main destination of migrants. Between 1990 and 2005, 
Ulaanbaatar experienced a net gain of migrants, while all the provinces 
experienced net losses.  Nearly 70% of the increase of 427,000 in the 
capital‘s population since 1990 has been due to migration. Poor people 
moving from rural areas to aimag centers or the capital face great hardships 
due to lack of registration, which is a requirement to access to basic social 
services. Substantial rural-to-urban migration is continuing, placing 
enormous strain on urban social services. 
381
 Throughout this century, 
particularly its later half, Mongolia first experienced an urbanization of 
unparalleled scale and speed – from a few percent living in towns in the 
1920s to fifty-five to sixty percent in 1990.for the previous regime, massive 
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urbanization was ascribed to a superior economic system and a proof of 
successful modernization. Since then, however, the transition to a market 
economy has implied the reversal go semi nomadic pastoralism for a 
considerable part of the population.
382
Today, it is a major challenge for the 
Mongolian government to keep both old and new lifestyles  integrated  into 
Mongolian society. Education, medical and veterinary services, 
communication, transportation and access to markets must be assured across 
vast territory. Taxes must be collected in order to maintain these services, 
again depending on the successful reconstruction of local government and 
administration. In the process of transition, there is a grave danger that 
capital and country will drift apart and Mongolia will be divided into 
increasingly cosmopolitan urban canters and a vast disconnected countryside 
slipping back into subsistence livestock herding for the major part of its 
inhabitants.
383
  
V.II REVIVAL OF FREEDOM OF RELIGION  
Buddhism and the country's traditions are closely tied, and while 26, 
5 percent of the population are atheists, 59,7 percent of religious Mongolians 
practice some form of Buddhism.
384
 Lamaist Buddhism and within it the 
Gelugpa school is the traditional and dominant religion. When socialist 
controls on religion and on the country's traditions ended in 1990, interest in 
the practice of Buddhism grew
.385
 Kazakhs, most of whom are Muslim, are 
the largest ethnic minority, constituting approximately 4 percent of the 
population nationwide and 85 percent in the western province, Bayan-Ölgii.  
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Kazakhs operate Islamic schools for their children. They sometimes receive 
financial assistance from religious organizations in Kazakhstan and Turkey. 
There is a small number of Christians, including Roman Catholics, Russian 
Orthodox, but especially Protestants. In the capital, Ulaanbaatar, 
approximately 30,000 citizens, or 3 percent of the registered population of 
the city, practice Christianity. A few citizens practice shamanism, but 
usually are not open about it
.386
 The majority of these resides in the 
countryside .  
As a result of decades of ‗socialist‘ progress, most aspects of 
indigenous Mongolian culture and religion appeared to have been 
suppressed, and to have given way to the ideology of Soviet style 
communism. In 1990 Mongolia turned from a communist country highly 
dependent, economically as well as ideologically, on the Soviet Union, into 
a democratic country. The shaking off of communist rule brought about a 
resurgence of Mongolian religious traditions, Buddhism and the other 
Mongolian religion alike.  The Buddhist monasteries, which had fallen from 
grace during the Stanlist era, are again gaining importance. When 
communist rule in Mongolia broke down, the country looked back at the 
ultimately fruitless attempt to erase all religion from the Mongolian 
landscape, the indigenous religion as well as Buddhism. During the 1930s 
nearly all the monasteries and temples were destroyed or secularized; the 
monks were either killed or forced to marry. Laymen and monks succeeded 
in hiding some of the religious books and cult objects from the government 
and its catchpole, but most of the Buddhist literature and  objects were 
destroyed during the years of the communist purges. However Buddhism 
has not attained the status it had during the Qing dynasty‘s occupation of the 
country. The Qing court had supported the Mongolian Buddhist hierarchy, 
attempting to use Buddhism as a mechanism of control.
387
 With such 
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support, by 1990, the monasteries controlled at least one-fifth of the 
country‘s wealth. Although they often provided the only schools and 
healthcare and served as repositories for artworks and books, they exploited 
laborers who worked for them, assisted Mongolian nobles in oppressing the 
larger population, and generally secular learning. Thus the communist attack 
on the Buddhist establishment in the late 1920‘s and 1930‘s did not create 
massive secular opposition.  The state expropriated much of the property, 
including land, artworks, and animals, from the Buddhist monasteries, 
ordered the destruction of most of the monasteries, and sanctioned the 
killing of recalcitrant monks. A flourishing religious establishment 
numbering over 100, 000 monks dwindled to fewer than 1,000 by the late 
1980‘s. The avariciousness, obscurantism, and oppressiveness of the 
Buddhist hierarchy in its heyday had alienated many Mongolians and 
undermined potential support.
388
 The cessation of antireligious propaganda 
after 1990 has resulted in the reopening of some Buddhist monasteries, a 
slight increase in the number of young people assuming a religious vocation, 
and a rise in the total number of worshippers
.389
 However, no massive 
support for the Buddhist religious organization has developed. The 1992 
Constitution did not label Buddhism the state religion, and a Buddhist 
political party founded in the early 1990‘s gained few adherents.390 Eight 
hundred people have enrolled at Gandan monastery.
391
 The Constitution 
provides for freedom of religion, and the Government generally respected 
this right in practice; however, the law limits proselytizing, and some 
religious groups seeking registration face burdensome bureaucratic 
requirements and lengthy delays. The constitution explicitly recognizes the 
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separation of church and state.
392
 The Government contributed to the 
restoration of several Buddhist sites that are important religious, historical, 
and cultural centers. In 1991 Mongolian lamas requested the Dalai Lama's 
information regarding the Ninth Jebtsundampa Khutukhtu, and only then 
was he officially acknowledged as the ninth incarnation of this Buddhist 
lineage that goes back to the famous Taranatha, a Tibetan Buddhist historian 
of the sixteenth century. In the same year the Jebtsundampa Khutukhtu 
moved to Dharamsala where he was officially enthroned. In 1999 he visited 
Mongolia, where he was acknowledged as the head of Mongolian 
Buddhism. The visit, however, met with political obstacles due to the 
Jebtsundampa's strong ties to the Tibetan exile government and the Dalai 
Lama. The Chinese government was opposed to his visit, and therefore the 
ties between this most important Mongolian Buddhist incarnation and his 
spiritual homeland were not further strengthened by it. The demographic 
factor, however, causes problems concerning the education of the monks and 
nuns. Knowledge of the holy scriptures, the liturgy, and the offering of 
ceremonies and rituals in general, is scarce. The old generation of monks is 
rapidly dying out. Thus, well educated Buddhist teachers are rarely to be 
found among the Mongolian clergy. Under these circumstances it is not 
surprising that from the beginning of the period of religious freedom in 
Mongolia, the Tibetan exile community and the Dalai Lama took a keen 
interest in the renaissance of Mongolian Buddhism. Throughout the last 
seven centuries, Tibet and Mongolia have maintained strong cultural, 
political, and religious ties, and from the late sixteenth century onward, 
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lamas of the dGe-lugs-pa school of Tibetan Buddhism managed to convert 
the entire population of Mongolia (with the exception of the Buryat 
Mongols) to Buddhism in less than fifty years. Since the early seventeenth 
century, Tibet and Mongolia have shared a common religious identity within 
the broader religio-cultural context of the Asian countries dominated by 
Mahayana Buddhism. Thus, in the early 1990s Tibetan lamas started to 
come to Mongolia in order to instruct the Mongolian clergy and to develop a 
programme of higher education for them. The former Indian ambassador to 
Mongolia (from 1989 to 2000), Bakula Rinpoche, a native of Ladakh,played 
a central role in this influx of Tibetan Buddhist knowledge. He tried to 
reestablish Mongolian Buddhism on the basis of dGe-lugs-pa monasticism. 
This aim implied the enforcement of celibacy among Mongolian monks and 
nuns. Bakula Rinpoche himself ordained quite a number of young monks 
and nuns. Bakula Rinpoche‘s modelling of Mongolian Buddhism on the 
dGe-lugs-pa tradition was, however, contested. Mongolians consider the fact 
that the majority of monks turn their backs on their monastery and live life 
as pastoral herdsmen to be a distinctively Mongolian Buddhist way of life. 
Today the pattern of leading a religious cum secular life in Mongolia is 
forming. Young people, after having performed their work and/or domestic 
duties, during the afternoon drop by the monastery with which they are 
affiliated and carry out their religious obligations, either by reciting texts or 
by performing religious ceremonies. Half of their day is thus spent in pursuit 
of a spiritual life although they are not properly ordained. Due to a lack of 
knowledge of the philosophical and ritual differences of the various schools 
of Tibetan Buddhism, the monks and nuns often cannot determine with 
certainty the order of Tibetan Buddhism to which they belong. Since the late 
sixteenth century the dGe-lugs-pa has been dominant, but schools like the 
bKa‗-brgyud-pa, the Sa-skya-pa, and the rNying-ma-pa have also been 
active in Mongolia
.393
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A religious group must register with the Ministry of Justice and Home 
Affairs, a decentralized and bureaucratic process, in order to legally function 
as an organization. Religious institutions must reregister annually. The law 
allows the Government to supervise and limit the number of places of 
worship and number of clergy. Throughout the country, there were 391 
registered places of worship, including 217 Buddhist, 143 Christian, 5 
Baha'i, 24 Muslim, and 2 shamanistic. During the period covered by this 
report, the Ministry registered 16 new Christian churches, 11 Buddhist 
temples, 19 Moslem mosques and 2 shaman temples. In Ulaanbaatar, the 
registration of one Buddhist and three Christian religious organizations 
which own a temple and three churches, respectively, remained under 
consideration. Religious instruction is not permitted in public schools. There 
is a school to train Buddhist lamas in Ulaanbaatar. 
Today nearly 200 monasteries and temples have been restored 
throughout the country. More than 3000 monks are registered (the number of 
nuns is not ascertained), and there is ongoing teaching activity, mostly 
carried out by Tibetan teachers from the Tibetan exile community in India. 
The traditional Mongolian New Year Festival, Tsagaan Sar, which 
corresponds to the Chinese  lunar new year and contains a similar focus on 
family gathering and honoring, was reintroduced as a public  holiday after a 
thirty year interruption.
394
 Also, the celebrations of Naadam- the traditional 
summer festival of horse riding, wrestling and archery- enjoyed renewed 
interest and were permeated with much symbolism relating to Chinggis 
Khan.
395
 In addition, there was state support for a nationwide hierarchy of 
contests, from which the champions of lower levels continued at higher 
levels ending up in Ulaanbaatar, the winning wrestler becoming a national 
hero. Naadam is the one occasion where scattered pastoralists gather in large 
crowds to socialize and maintain friendships while observing age old rituals. 
As the Naadam celebrations have been given free reign, they have some 
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places been reconnected to their pre- Buddhist religious origin, according to 
which large stone piles are constructed for the worship of Heaven, while 
monks perform services and collect donations
.396
 Also, sporadic accounts of 
the activities of shamans and exorcizing lamas suggest that the indigenous 
religion has not completely died out.
397
 Many urban people worship and take 
part in rituals in reestablished Buddhist temples and shrines, and therefore is 
renewed ritual activity at ancient ‗sacred‘ sites in the countryside. A few 
people have also sent their sons as novices to train at monastic centers, 
which they perceive as bringing great ‗honor‘  to their families. Although 
this practice has not yet become very widespread monastic institutions are 
regarded once more as educational centers. Since education has become 
costly, and beyond the reach of  many poorer families , the monasteries  do 
offer certain  opportunities for education, at least for young boys.
398
  Until 
the late 1980‘s, the MPRP government claimed that religion had been 
replaced by industrialization and communism. When the government 
suddenly reversed its stance towards religion and replaced the conditioned 
freedom of religion of the 1960 constitution
399
 particularly foreign observers 
foresaw a massive religious revival.   In the pre modern era every Mongolian 
town was centered on a temple or monastery, which was usually the only 
fixed construction in a sea of felt tents. Today local governments across the 
country strive to rebuild these old gathering points, which have in many 
places been left in ruins for over a century, in an effort to attract tourists and 
visitors and to add local flavor to the dreary Russian- style urban 
environment.
400
Today, a small number of temples and monasteries are 
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functioning, earning their income from tourism and voluntary donations, 
while the level of liturgic activity is still moderate, primarily owing to the 
poor state of the Mongolian monk hood, with half of the country‘s 2,000 
monks being over 75 yeas of  age.
401
 In addition, because physicians have 
begun to charge for their services, increasing number of poor have been 
unable to consult with them and have turned to Shamans for medical care
.402
 
Interestingly, however, a Mongolian nationalist revival began even 
before the step into fully independent nationhood- it may even been seen as 
having facilitated the ideological mobilization around this move. Already in 
early 1989, General Secretary Batmonh told reporters that the harmful errors 
of the 1930s included the destruction of monasteries and with them the 
priceless cultural heritage of the Mongolian people
.403
 Obliviously the 
MPRP was prepared to extend its leading role to the boosting of Mongolian 
identity in reaction to decades of Russian cultural and linguistic influence. 
 
Restrictions on religious freedom 
While the law does not prohibit proselytizing by registered religious 
groups, it limits such activity by forbidding spreading religious views to 
nonbelievers by "force, pressure, material incentives, deception, or means 
which harm health or morals or are psychologically damaging." There were 
no instances of prosecutions under this law during the reporting period. A 
Ministry of Education directive bans mixing foreign language or other 
training with religious teaching or instruction.
404
 Monitoring of the ban, 
particularly in the capital area, is strict. There were no reported violations of 
the ban in recent years. Religious groups that violate the law may not receive 
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an extension of their registration. If individuals violate the law, the 
Government may ask their employers to terminate their employment. No 
such cases were reported during the reporting period. Registration and 
reregistration are burdensome for all religious groups. The length and 
documentation requirements of the process discourage some organizations 
from applying. Some Christian groups stated that local officials believed 
there were "too many" churches, or that there should at least be parity in the 
registration of new Buddhist temples and new Christian churches. No 
churches were known to have been refused registration in Ulaanbaatar 
during the reporting period; the applications of four religious organizations 
remained under consideration.
405
 
Authorities in Tuv aimag (province), near Ulaanbaatar, routinely 
denied registration to churches. There are currently no churches registered in 
the aimag, and several churches were again denied registration during the 
reporting period. A nongovernmental organization (NGO) filed a formal 
complaint with the National Human Rights Commission in May 2007 
concerning the refusal by Tuv aimag authorities to register Christian 
churches. In June 2007 the Commission wrote to the Tuv aimag legislative 
body stating that the body's actions were in violation of the Constitution. 
Until the past year, almost all mosques throughout the country were 
registered as branches of one central Islamic organization. However, during 
the reporting period the Ministry of Justice and Home Affairs clarified that 
each mosque needed to seek additional approvals from local authorities in 
their areas. This separate registration generally proceeded smoothly. 
However, one mosque in Darkhan-Uul aimag was told that the aimag 
legislature had approved its application, but it did not receive 
documentation, leaving it unable to register with the Ministry of Justice and 
Home Affairs. Unregistered religious institutions are often able to function 
in practice but potentially face difficulties with authorities and are unable to 
sponsor foreign clergy for visas. Visa problems especially affect Christian 
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churches, many of which depend on foreign clergy. The Muslim community 
in Ulaanbaatar reported that authorities were helpful in assisting its efforts to 
construct a mosque, including donating a piece of land for the site. There 
were no reports of religious prisoners or detainees in the country. 
            The sudden revival of Buddhism in Mongolia after 1990 is only 
astonishing at first glance. Religion never ceased to exist in Mongolia. Even 
in the communist era many Mongolians found a way to practice religion 
secretly. Today even former party leaders admit to having practiced 
Buddhist rites or to consulting astrologers during the time when the practice 
of religion was officially forbidden.
406
 Since 1992 freedom of religion has 
been guaranteed in the constitution, and the separation of religious and 
secular institutions has been established.  This new freedom of religion is 
observable everywhere in the country. People flock to the monasteries, 
making circumambulations, giving offering to the Buddha‘s and 
Bodhisattvas whose statues are either being restored or built a new. The 
yearly Mayidari festival, first introduced in 1657  by the first Jebtsundampa 
Khutukhtu Zanabazar, was held again at Ulaanbaatar, in May of 2000 at the 
Gandanthegchinlin monastery. This monastery recently opened new 
colleges, structuring the monastic institution after the Tibetan dGe-lugs-pa 
model. In order to also make Buddhist teachings available for smaller 
monasteries in the countryside, lamas are sent to these establishments.
407
 In 
1998 the number of monks at the Gandan monastery was over 300 and is 
still growing. The abbot of the monastery is considered by other clerics to be 
the head abbot of all of Mongolia‘s monastic establishments. Many people , 
including those who claim to lead ‗sophisticated‘ urban lives , regularly 
consult a lam before undertaking of importance such as journeys , marriage , 
change of employment , arranging funerals , naming the newborn, and to 
resolve other problems concerned with human relationship.
408 
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With the end of Mongolia's communist regime in 1990, numbers of 
Christian followers have started to steadily increase again. Foreign Christian 
missionary groups have also returned to Mongolia, including Roman 
Catholics, Lutherans Russian Orthodox Presbyterians Seventh-day 
Adventists, various evangelical Protestant groups, The Church of Jesus 
Christ of Latter-day Saints (Mormons) and Jehovah's Witnesses. During the 
rise of the Mongol Empire the Great Khans though mostly Shamanists and 
Buddhist, were religiously tolerant towards the Nestorian Christians and 
Muslims
409
 Nevertheless, Nestorian Christianity disappeared from the region 
after the break up of the Mongolian Empire
.410
 Christians in Mongolia are 
considered a growing minority group. Accounts of the exact number of 
Christians vary as no nationwide statistics have even been released. As of 
2005, the United States Department of State reports that approximately 
24,000 Christians live in Mongolia's capital, Ulaanbaatar, which is around 
2.5 percent of the entire registered population of the city
.411
 
 
Societal abuses and discrimination 
There were few reports of societal abuses or discrimination based on 
religious belief or practice in the period covered by this report. Citizens 
generally were tolerant of the beliefs of others; however, because in the past 
humanitarian assistance was accompanied by proselytizing activity, there 
was some friction between foreign Christian missionary groups and citizens. 
Some social conservatives have criticized foreign influences on youth and 
children, including foreign religions and the alleged use of material 
incentives to attract converts.The resurgence of religious ideas and practices 
could not have occurred without the existence of a substantial underlying 
foundation of knowledge, that has been maintained, surviving significantly, 
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in the everyday consciousness of many Mongol people, and providing them 
with an ongoing patterns of a ‗right‘ way to live.412  
 
V.III WOMEN AND TRANSITION 
Gender relations affect social and economic functioning at all levels. 
Analyzing gender issues involve examining women and men in terms of the 
roles they play in society,‘ roles which change as societies change...Overall, 
transition to a market economy has resulted in a widening of gender 
differences in the spheres of politics, the economy and social life. Since the 
early 1990s, female participation in political life has declined and women 
are‗ practically invisible as partners in setting new ―rules of the game‖. The 
position of women in the labor market has deteriorated. In most of the 
countries reviewed, women have lost jobs faster than men, remained 
unemployed for longer periods of time, and had fewer job opportunities in 
the private sector. Women have had a higher unemployment rate than men 
(overall, 6 percent higher) and lower levels of wages (women received, on 
average, 75 percent of the wage paid to men for the same job). Reductions in 
employment and pay have resulted in greater dependence on government 
benefits though these have been eroding rapidly in all the countries. 
Women‘s caring functions within the family have also increased 
substantially at the same time as their incomes and available social services 
have declined. Overall, there has been a deterioration of women‘s status.   
The chapter tries to explore what was the situation and status of women in 
Mongolia before transition?  Are similar changes to be found in Mongolia?   
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 Women in pre-transition Mongolia 
In the earliest history, sources indicate that women had considerably 
more equality with men than females in other East Asian societies.413 One 
of every four boys joined the Lamaist celibate monk hood, a practice that 
restrained Mongolia‘s fertility rate. However by the early  twentieth century 
, the status of women have eroded
.414
 
 The dynamics of gender equality in Mongolia can be characterized as 
a sequence of historical periods. Equality was rapidly promoted after the 
1921 Revolution; achieved impressive results in the 1920s and 1930s; 
underwent a period of regression in the 1940s; was then re-promoted, and 
since 1989, has experienced a period of retrenchment. The dynamics have 
not been linear, but the results have been dramatic in a region of the world 
where women have always been subordinated to men economically, socially 
and politically. In comparison to even developed countries, Mongolia‘s 
achievements are notable. Following the 1921 revolution, women gradually 
achieved equal opportunity with men in education and employment. Women 
could and did dissolve marriages, confident in the knowledge that state-
provided childcare services would ensure that their lives were not disrupted 
or their progress impeded. Large families were recommended since the 
socialist ideology included efforts to build a large workforce, and all 
Mongolians naturally wished a larger population to fill the vast territory of 
their country. Under socialism, women were rewarded for having four or 
more children. Traditionally families were large, but great health risks and 
limited availability of contraceptives played important roles. The socialist 
policy of education, encouragement of women to have large families, 
support for women to enter the industrial workforce and more political 
decision making power did not relieve women of their traditional tasks in the 
home, however, thus frequently giving women a double workload. 
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 Educational achievements for both boys and girls were impressive in 
1923 Mongolia‘s first secondary school had only five female students, but 
only five years later the number had risen to 558. Education of women was 
emphasized and their participation in politics and decision-making was 
encouraged. In 1931 about 40 percent of school enrolment were female and 
out of 600 people elected to local public bodies 30 percent were women, two 
of these as aimag governors. By 1969, 76 percent of all women were literate 
and by 1989 the literacy rate for the entire population, both male and female, 
had risen to 96 percent. (It is now reported to be 96 percent, but surveys 
show that this figure may be exaggerated) and  forty three percent of 
university and technical college graduates  were females
.415
 
 Educational achievements are also reflected in enrolments in higher 
education; women constitute 50 percent of mathematics students, 63 percent 
of trade and business students, 78 percent of foreign language students, 73 
percent of medical students, and 76 percent of pedagogical students. At the 
entire college level, women constitute more than three-quarters of all 
enrolments. While women account for just under half of Mongolia‘s 
workforce, they dominate in the banking, health and education sectors (60-
80 percent). Women also predominate in several subsectors, notably 
communications, trade, technology, utility services, public canteens and 
insurance. Surprising it may be for foreigners in Mongolia to see that, for 
instance the vast majority of construction workers are women, as are 
painters and other occupational groups that in Western society are usually 
dominated by men. 
 These tendencies of education and occupation are not only prevalent 
in the cities (Ulaanbaatar, Darkhan, Erdenet), but also in aimag and sum 
centers. About 45.1 percent of the female population live in rural areas and 
roughly 225,000 women are herders. In rural areas women typically are 
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occupied within the public administration, for instance as doctors, 
veterinarians, teachers, drivers and shop assistants, while only a few run 
private businesses.  Some rural parents valued education for their daughters 
because it offered the girls an avenue of escape from the demanding and 
difficult life led by women in a pastoral economy.
416
Also among herders 
women are usually well educated; most have 8 to 10 years of schooling. 
Many have 3 to 4 years of higher education as teachers, veterinarians, 
engineers or nurses. Almost all women can therefore read and write- skills 
that have gained new importance after the privatization of livestock and the 
need to cope with the mechanisms of a market economy. 
 
 
Table 1. Literacy rates 
Literacy rates of the population aged 10 years and above, 1963-89 
(Percentages) 
Year Total Male Female 
1963 72.6 80.5 64.8 
1969 82.1 88.9 75.3 
1979 93.3 96.5 90.2 
1989 97.0 98.4 95.7 
Source: National Statistical Office, Literacy and Education of Mongolia’s 
Population, 1997 
 
Health care 
In health care, medical services were provided by the state for men 
and women alike throughout the county at sum (local district) level. 
Improved health care during the socialist period resulted in a large increase 
in life-expectancy rates between the 1920s and 1990, rising by six years 
between 1960 and 1990. The different needs of males and females were 
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reflected in the provision made for maternal and child health; pre-natal rest-
homes were set up in all sum sand maternity leave was generous. Over 90 
percent of rural women gave birth in hospitals. This provision resulted in a 
decrease in maternal death rates from 170 per 100,000 live births in1970 to 
120 in 1990, and a decrease in infant mortality. The ratio of doctors to the 
general population increased dramatically, so that in 1990, there were more 
than 6000 physicians, three quarters of whom were women
.417
 
 
Decision-making and public life 
The socialist period saw an increase in female participation in 
decision-making and public life. In 1925, the first women were appointed to 
positions in local government and in 1929, one was appointed as a member 
of the People‘s Supreme Court. In 1931, 30 percent of local government 
officials, including two aimag (provincial) governors, were women. Later 
on, quotas of female representation were legally guaranteed in parliament, in 
ministerial posts and at government and aimag levels, though there were 
proportionately fewer women than men to be found in the most senior posts. 
 
Employment 
Employment was guaranteed by the state for both men and women 
(communist ideology held labor to be a duty of all citizens) and conditions 
were established to enable women to undertake work outside the home.  
These included the provision of kindergartens and day nurseries in both 
cities and rural communities, and state support for the care of the elderly and 
disabled (usually the responsibility of women rather than men). At the same 
time, an official list of jobs and standards for women (prepared in 1964 and 
1985) drew a distinction between men‘s and women‘s work in the 
employment structure. Pay was similar for men and women and wage 
differences were small, characteristic of the compressed wage scales of 
socialist economies though difference operated through the allocation of 
                                                 
417 Mongolia, National statistical office, ―Mongolian statistical yearbook, 1997, p.62. 
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additional rewards, benefits and privileges. Wages were centrally controlled 
and remained little changed throughout the 1980s— monthly wages in the 
material sector rose only from an average of 526 tugriks in 1981 to 568 
tugriks in 1989.By the late 1980s, women in Mongolia had achieved a 
measure of equality and education greater than many other Asian countries.  
Female population in Mongolia 1998 
1,198,217 females (50.4 percent of the total population of 2,179,576) 
Age structure of the female population 
11 percent (132,411) over the age of 50. 
42 percent (504,879) aged between 20 and 49 
47 percent (560,927) aged 19 or below 
36 percent (430,997) aged 14 or below 
Total urban population 1,252,300 (52.0 percent) 
Total rural population1, 134,700 (47.5 percent) 
Life expectancy: females 65.4 years, males 62.1 years. 
Number of female-headed households (1997): 
51, 732 (14.7 percent of all households).
418
 
                                                                                                                   
           
THE EFFECT OF THE TRANSITION ON WOMEN  
 
UNEMPLOYMENT 
Females have a slightly higher but similar unemployment rate to 
males. It is higher for three out of the five years given but the difference in 
male-female unemployment rates is small (an average of 0.4 per cent 
compared to the average of 6.0 percent for other transitional countries 
referred to earlier). The rates of female unemployment are in fact similar to 
those in Western countries but those for male unemployment are higher. A 
worldwide trend is for female labour force participation rates to move closer 
to those of males although there are still significant differences between 
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male and female work by sector, occupation and type. Female labour force 
participation is strongly influenced by gender differences in the definition of 
work in different countries, particularly in the informal sector and in 
agriculture, where it is sometimes difficult to distinguish between women‘s 
housework and unpaid work.
419
 In general, women tend to be in the minority 
in industry but occupy a high proportion of service jobs. The greater 
availability of part-time work in service jobs attracts more women who often 
have less opportunity to receive training for changing employment. Are 
these general trends to be found in Mongolia? As can be seen in Table   
below women in Mongolia predominate in some occupations (services, 
finance and trade) and men in others (industry, construction, 
telecommunications and transport).Women have also moved into new areas 
of employment such as finance and real estate.
420
 
(Female employment (2000) 
Sector Percentage of female 
Employees 
Hotels and catering 79.8 
Education 66.3 
Health and social services 64.9 
Financial institutions 61.2 
Trade (wholesale and retail) 54.2 
Public services 50.3 
Agriculture and hunting 46.8 
Real estate 45.0 
Civil service and armed forces 42.4 
Industry 41.2 
Processing 34.9 
Electricity and natural gas 30.3 
                                                 
419
 World Bank, 1998, p. 61. 
420 B. Robinson and A. Solongo. The Gender Dimension of Economic Transition     in Mongolia, 
1999, p.72 
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Mining 39.6 
Construction 39.6 
Telecommunications and transport 38.5 
421
 
                                                                                                                      
While women predominate in numbers in some sectors, they are likely to be 
in the minority in senior positions or management roles. Where employment 
is within the state sector (such as education, healthcare and social services) 
retrenchment of staff, as sector budgets have been cut, has affected women 
more than men as a result of the composition of the labor force. Today there 
are indications that women who dominated in the banking, health and 
education sectors have lost jobs or that their positions have become less 
desirable.
422
 The public sector now has little capacity to pay reasonable 
wages, and jobs as teachers, doctors and public servants are losing prestige. 
In recent years women have experienced that urban positions formerly 
available have slipped out of their reach and that their work is more 
secretarial than executive in character. Young women seeking work find the 
search difficult. Also Young women can no longer count upon the material 
health care and childcare supports which their mothers took for granted. 
Managers of privatized firms are becoming increasingly reluctant to hire 
women of child-bearing age or with children. This trend is not easily 
reflected in statistics. Women make up 52 percent of all registered 
unemployed. And, although official unemployment was 8.7 percent in 1994, 
actual unemployment is twice as high. According to survey conducted in 
1999 by the Sant Maral Foundation, the most respected polling organization 
in the country,  the first cause of concern for women was unemployment, 
which was followed by poverty and education.  Their own economic 
conditions were their most pressing problems
.423
 Unemployment often has 
devastating consequences; although gender unemployment breakdowns for 
the unregistered unemployed are difficult to obtain, collateral evidences 
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 National Statistical Office of Mongolia, 1998. 
422
  Sumati, ―Politbarometer: Survey of Women‘s attitudes‖ 1999, pp, 2-3. 
423
 Ibid, p. 6. 
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
180 
suggests that joblessness had slightly more effects on women.
424
 A report 
commissioned by one of the leading women NGO‘s noted that because of 
―privatization and selling off of governmental shares in pivotal enterprises, 
women in the labor force became far more vulnerable than before
.425
 The 
private sector industries that have sprouted in the 1990‘s employed some 
women but often under unfavorable circumstances. They occasionally hired 
women as temporary workers, thus eliminating most, if not all, benefits, 
including insurance. Even when they employed women fulltime, they 
occasionally took advantage of them- for example, depriving them of 
overtime pay. Thus women working in the private sector employment 
preferred to return to state employment. 
426
 
During the transition, the nation‘s leadership elite has become conspicuously 
more male in composition; the political leadership is now entirely male to 
the extent that in 1995 there was not one woman of ministerial or vice-
ministerial rank, and only three out of 76 members of the parliament were 
women- a fall from 24.9 percent under the previous system to 3.9 percent 
after the first democratic free election in 1992. (In the June 1996 elections, 
the number of women in parliament increased to 7). Women still wield less 
                                                 
424
Yukiko, Kojima. ―Women in Development: Mongolia.‖ Manila: Asian    development Bank, 
May 1995, pp, 33-34. 
425 Liberal Women‘s Brain Pool, Women’s Empowerment, p. 40. 
  Women‘s Information and Research Centre, Economic Status: The Women‘s Information and 
Research Centre Survey of areas in five representative  aimags found that ― women have … been 
the first to be ousted from the labor market , most affected by the undermining  of the universal 
social protection system and found themselves disempowered  under the new rubrics  of a 
democratic political model.‘‘  Focusing on private sector employment, the area touted by  the 
international donor agencies  and the Mongolian advocates of the  market economy, the survey 
discovered that many women working in this sector were  on temporary contracts and had ― far 
fewer entitlements.‘‘  The private sector employees ―often remove women rights  to maternity 
benefit, specified leave and equitable pay and treatment in the workplace.‖ The minimal 
government championed by the market economy supporters could not enforce regulations about 
safety, health, and equitability, leaving many women workers vulnerable to the whim s of their 
private  sector employers. Women who were accustomed to job security and full contractual 
rights and obligations in the labor forces‖ found themselves without such social   welfare 
guarantees in the marketplace. Another survey found that women faced ―widespread sexually 
harassment at the workplace‖ and that ―women do not complain through fear of loosing a job and 
later risk getting their marriage dissolved.‖ (United Nations Development Fund for Women, 
Women in Mongolia, 21.)  A weak government offered scant assistance to women confronted 
with such harassment.  Many sources contended that wealthy or well- connected women receive 
the bulk of the credit offered through governmental and international donor programmes.  It is 
difficult to gauge the extent of such favoritism., Liberal Women’s Brain Pool, Women’s 
Empowerment, p. 40. 
427 
Ibid,p.43 
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policy-making power than 50 years ago; only 11.7 percent of the members 
of the Supreme Court are women, only 11 percent of those in the diplomatic 
service are women and no woman is a governor of an aimag. Only one out 
of 342 sums have a female governor.  
 
Women’s Health 
All health services deteriorated after 1990 and real per capita 
expenditure on health reduced by 42 per cent in the early 1990s. 
427
Mortality 
rates have increased for males and females, higher for males than female, 
even for males from age thirty onwards. Following transition there has been 
a decline in nutrition and dietary balance, availability of safe water and 
sanitary services, and an increase in sedentary life style. High maternal death 
rates are identified by the World Health Organization as an indicator of 
gender inequality. From 1990 onwards, there was a decline in maternal 
health care and facilities and an increase in maternal malnutrition, protein 
deficiency, and post-delivery toxemia, all leading in turn to an increase in 
birth complications, post-natal anemia, premature birth and infant 
malnutrition and morality. The maternal mortality rate doubled between 
1990 and 1994; the rate for 1997 has returned to near pre-transition levels of 
140 per 100,000 births in 1985. 
 
 
 Maternal mortality rate per 100,000 live births, 1992-97. 
                             Year 1992, 1993, 1994, 1995, 1996, 1997 
Maternal mortality rate 200,  240,   212,   185,    176,  143 
Source: Source: National Statistical Office 
There is some regional variation in maternal mortality. It is twice as 
high in rural as in urban areas, partly due to the rise of home deliveries 
resulting from the decline in local services (the maternal mortality rate is 
                                                 
427
 Fenger Benwell, ―Women and Poverty during the Transition,‖ in Ole Bruun and Ole Odgaard 
ed. Mongolia in Transition,Britian,1996,p.138 
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higher for home deliveries). By 1994, only 40 of the 392 rest homes in the 
soums were functioning. Some had reported by the late 1990‘s but with poor 
building and services, and ―women are not happy with them,‖ a UN study 
noted.428   By contrast, infant mortality rate has declined to 29.5 per 1,000 
live births,429  but this apparent reduction is likely due to deaths, 
particularly in the countryside, where there are few doctors. Among older 
women  with high risk pregnancies, and due to under reporting  of the falling 
birthrates, particularly. Infant mortality rates vary throughout the country 
according to location (rural and urban) and social groups: ‗A child born in 
Ulaanbaatar, to a mother with tertiary education, aged between 24-34 years, 
living in an apartment with tap water has the best survival chances.
430
 In 
order to improve health services, a reform of the health service is in 
progress, switching priorities from highly specialized healthcare and large 
urban-based hospitals to more local, family-doctor based, primary healthcare 
services and health promotion rather than disease treatment. 
 
Family planning and birth control 
During socialist times, abortion or abstinence from sex were the main 
means of birth control. In 1943, abortion was made legal for women with 
serious health problems. During the centrally-planned economy, the 
government had encouraged large families as a matter of policy  and the 
shortage of contraceptives caused women to have children  at too early  or 
too late an age (under eighteen or over forty) and to have  inadequate 
spacing between births. Women considered pregnancies  a civic duty  rather 
than an individual  family decision  and thus had an inordinate number of 
births.
431
 The high fertility levels which failed to take into account  the 
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health of the individual women,  often led to maternal mortality.432 There is 
a high rate of abortion (336 reported per 1,000 in 1995) and low use of 
preventative methods of family planning. The demand from women for 
contraceptives and information about them is high. Sex education is seldom, 
if ever; taught in schools and only to a very limited extent within families (it 
has been unusual for mothers and daughters to speak of such ‗taboo‘ 
subjects, especially in rural areas). During the 1990s, there has been an 
increase in unmarried mothers (now 12-13 percent of mothers giving birth). 
Birth control within Mongolian society is most often seen as the female's 
responsibility and condom use is low. About 30 percent of reproductive-age 
women use contraceptives, and of these, 80 percent use Intra-Uterine 
Devices. During transition, sexually-transmitted diseases have increased and 
their incidence is probably under-recorded. The low level of condom use 
increases the vulnerability of the population to the HIV virus though the 
number of known cases so far is very small. The responsibility for family 
planning and sexual health tends to be seen as belonging to females   rather 
than shared with males, and education and awareness-raising programmes 
for males have been few. Inequality in allocation of responsibility for sexual 
health is illustrated by an attempt in September 1997, by the city authorities 
in Ulaanbaatar, to impose compulsory HIV testing for all females in the city 
between the ages of 15 and 40, though not for males.
433 
 
SOCIAL PROBLEMS 
Unemployment and poor health in a society without unemployment 
benefit, where medicine is expensive  and where a healthy diet is difficult to 
obtain, have led to social deprivation and more than one in four people lives 
in poverty. Social problems that were not known to exist before have 
developed or increased. Alcoholism, the number of street children, 
prostitution and the crime rate has all increased.  Moreover, as one study 
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notes, ― there is a low level of awareness among staff of enforcement 
agencies such as police officers to combat violence against  women,‖ and ― 
the issue  of violence against women has  not made much  headway within 
the mainstream  institutions and organizations , whose decision making 
instances are male dominated.434 Abortion was legalized in 1989 and 
increased dramatically, but after having peaked in 1991 with 31,217 
abortions the number is now 17,257, which is less than prior to 1989. The 
same tendency is seen from the number of divorces: in 1986-92 the rate 
increased by one third, but is now back to the level of 1985; 731 in 1994. 
There were 2,243 cases in 1990, and about 6,000 in the first quarter of 1993; 
underreporting is widely suspected.
435
  
The previous system rewarded women with many children. Certain benefits 
are still granted to women with four or more children, mainly retirement at 
the age of 50 (as compared to 55 for others) and higher pensions. But today 
neither common salaries nor pensions are adequate to support a large family, 
let alone secure the children a good education. For instance, an apartment 
may no longer be a natural fringe benefit of a good job, but has to be bought 
at prices in the range of 2-2.5 million tugrik, compared to a common salary 
of 20,000 tugrik per month. 
436
 
 The statistical information given above should only be seen as 
indicative of tendencies in the Mongolian society. Statistics are not easily 
collected due to the poor infrastructure of the country and the nomadic 
lifestyle, and therefore are not necessarily reliable. For instance, figures on 
unemployment can hardly be trusted when there is no unemployment benefit 
and no prospect of getting a job by being registered. For women the numbers 
are even less credible, since women on maternity leave (two years) are 
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forced to apply for jobs because the maternity pension is but a meager 
supplement to the husband‘s salary. Pensions are generally low and cause 
bitterness among people who have worked all their lives only to end up in 
poverty. No pensions are given to single women, only the fathers are obliged 
to pay maintenance (in 1995, approximately 2,000 tg per child per month) 
until the child is 16. Widows may only receive a pension if their husbands 
died at work, not if they died in fights or accidents outside their place of 
work. Women who have four or more children may stop working and 
receive a pension of 6,900 tg (8,700 tg in the city), which is not nearly 
enough to support a family.437  To sustain themselves and their families in 
this era of economic distress, some girls and women living below the 
poverty line turned to prostitution. One survey conducted in 1996, found 
3,000 prostitutes in Ulaanbaatar, a figure that has surely risen with the 
decline in   living standards since then.
438 
Prostitutes serviced Mongolian 
men, but the influx of foreign consultants and experts provided new and 
often wealthier clients. It was no accident that a large number plied their 
trade within a block of the Ulaanbaatar hotel, where many foreigners stayed. 
Ironically, some female college students became sex workers to cover the 
cost of their education, which the communist government had earlier offered 
gratis. Others were vulnerable to confidence men who sold them into 
prostitution in foreign lands
.439 
Street children appeared in the 1990s. By 
2000, in a country in which, according to one journalist, ―no one was 
homeless ten years ago‘‘ (that is in 1990), there were perhaps 6,000 such 
children in Ulaanbaatar alone
.440
 ―In a culture where children are 
traditionally treasured and to be childless is considered devastating, the 
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existence lf street children is a source of anguish‖, one foreign observer 
noted
.441
 By the late 1990‘s Mongolian and foreign residents in Ulaanbaatar 
noticed ―the voices of street children living underground among hot water 
pipes (that) echoed up in the manholes‖.442 Save the children- UK and other 
foreign organizations, as well as domestic agencies, sought to help by 
providing shelters, teaching the children brick making and other skills, 
starting literary classes, and founding summer camps, which also offered a 
rudimentary education and training for potential employment. World vision, 
another philanthropic organization, has erected bathhouses and provided 
food for a few of the children. The Mongolian government was either bereft 
of resources often relied on private philanthropies or foreign aid 
organizations to cope with the street children.
443
 
 
Women and poverty 
Poverty is a new phenomenon in post-1990 Mongolia. Loss of 
employment, high inflation and erosion of real earnings created new 
problems for households and caused many to fall below the poverty line. At 
the same time, the social safety-nets of socialist times fell away because of 
the lack of state funding. Taken together these circumstances resulted in the 
rise of poverty, a reduction in education and health care provision, a rise in 
malnutrition and social problems such as homeless children, alcoholism, 
family violence and prostitution. Groups vulnerable to poverty in Mongolia 
have been identified as orphans, female-headed households, the elderly 
without family, the physically handicapped, households with more than four 
children, the unemployed, and herders with small numbers of animals in 
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remote areas
.444
 It is estimated that around 36 percent of the population in 
Mongolia is living below the defined poverty line though in some areas this 
proportion may be higher. Single heads of households, particularly women, 
are identified as a vulnerable group, especially if they have children. This 
matches a global study which concluded that, throughout the world, ‗the 
strongest link between gender and poverty is found in female-headed 
households, which are a significant source of female poverty‘. The number 
of female-headed households in Mongolia was 51,732 in 1997 (14.7 percent 
of the total), a large increase compared to 19,289 (4.5percent of the total) in 
1990 approximately 25 percent of those living below the poverty line. 
445
 A 
quarter of them have six or more children and half belong to the poorest 
group in the population. The proportion of female heads of families with 
children under the aged of 16 is increasing among the poor. Female heads of 
poor families include a high proportion of widows: 65-80 percent of all 
deaths in the age group 20-29 are male. It is also the case that many more 
households function in practice as female-headed households in cases where 
the men are unemployed or are unable to work because of ill-health or 
alcoholism. One factor in female poverty is that women are more likely to 
lose their jobs when firms reduce employee numbers. With unemployment 
alcoholism, crime, and domestic abuse all on the rise, some women opted 
for divorce or were abandoned by their spouses.  A survey in 1998 found 
that only one half of the 180, 000 people between the age of sixteen and 
forty nine were married.
446
  The Pensions Law (1990 amendment) legislated 
that women with four or more children could be pensioned off from work on 
the grounds of being occupied in ‗social care‘. Although the law states that 
this is to be by agreement, it has made such women vulnerable to job-losses. 
In 1994, 55.8 percent of all ‗retired‘ women of working age were those who 
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were pensioned off because of the number of their children. Alongside this 
has been reduction in the social services which enabled women to work: 
state funded kindergartens, child-care and nurseries in urban and rural areas. 
Government allowances to the elderly and disabled have been eroded by 
inflation, increasing their dependence for care on their families, in practice 
mostly on women. Under pressure from international donors, the 
government reduced its budgets for health and education two sectors of 
economy that employed a significant number of women.447 The existing 
Maternal and Infant Law provides benefits for employed women who are 
pregnant: 101 days maternity leave with 
400
 tugriks a day, plus two years of 
child-care leave with no pay (but with social benefits allowance), during 
which time their jobs are retained for them. However, this entitlement is 
seen by employers as a hazard in employing them. Particularly in the private 
sector, employers are reluctant to comply with this and try to avoid 
employing young married women of child- bearing age or with children.
448
 
Having scant support from any state safety net, some poor women survived 
via the informal sector. They set up stalls in food markets and sold clothing, 
jewelry, household goods, and fresh milk at Kiosks or on the black market. 
In this connection, the World Bank developed programmes in its own words, 
―to assist women in adjusting to the transition to a market economy‘‘ and to 
promote ―private sector growth, economic efficiency, and development of 
small and medium scale industries.
449‖ The need for cash exacerbated 
women‘s travails. They had to pay for their childrens schooling, including 
food, lodging, and materials if they attended boarding schools. During the 
communist era, the government had not charged for any of these educational 
expenses, but since the early 1990‘s, such subsidies have been discontinued, 
partly at the behest of international donors.
450
The Constitution of Mongolia 
states equal rights for men and women. The law formally reflects the 
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equality of women developed during socialist times and there are provisions 
for equal opportunity in education, employment and financial assistance for 
childbirth However, women‘s role and visibility in public affairs has 
significantly reduced since 1990
.451
 Following the national elections in 1992, 
the gender imbalance became more marked. Women‘s representation in 
parliament dropped from 25 per cent to 4 percent, rising later to 8 percent 
after the 1996 elections. During socialist times, a quota system for female 
representation had operated but this ceased after 1990, and though some 
women now advocate its return, others oppose it. In all government 
departments there are numbers of women to be found but mainly in lower 
positions. Only 11.7 percent of the members of Supreme Court are women, 
only 11 percent of those in the diplomatic services are women and no 
women is a governor of an aimag. Only one out of 342 sums has a female 
governor.
452
   
 
Women and education 
Every citizen has the right to free primary and secondary education, 
according to Mongolia‘s constitution though the indirect and direct costs of 
education to households are rising. The education sector has been hard hit by 
the economic transition. The percentage of the state  budget allocated to 
education  fell from 22.9 in 1991 to 17.6 percent in 1999 and then climbed 
to about 19 percent in 2000, but the budget itself shrank because of the 
increased emphasis on limited government. 
453
 Nonetheless, as of 2002, 
schools continued to close because of lack of funds.
454
 These reductions 
have clearly had an impact on teachers. Because the total number of teachers 
fell, while the absolute number of students increased, the teacher- student 
ratio has similarly increased  from 1to 21.4 in 1990 to 1 to 25.4 in 2001   
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(and in primary grades, the ratio was 1 to 31.8 in 2001)
.455
 Reports 
accumulated throughout the 1990‘s of teachers not being paid for long 
stretches. One newspaper reported on may 14, 1999, that teachers in the 
second largest city in the country had not received their salaries in over two 
months. As of November 11, they had still not been paid
.456
  As a result 
teachers were not uncommon with teachers complaining about poor salaries, 
lack of health insurance coverage and inadequate heating facilities in their 
schools. The strikes would persist, for, as one leader argued early in 1997, 
―despite nearly 60% inflation since January 1996 remuneration has not been 
increased. 
457
 Teachers begin to resign in the mid to late 1990‘s, and strikes 
persisted, with a major one in Ulaanbaatar in 1999.
458
 Differences have 
emerged in participation rates of boys and girls and between rich and poor 
aimags, rich and poor families, and urban and rural children. The gender 
disparity in education has widened to the disadvantage of boys, particularly 
in rural areas where their labor is needed for herding.
459 
From 1989 to 1995, 
enrolment rates overall fell from 98 percent to 84 percent in primary 
schools, and from 65 percent to 54 percent in secondary schools. In 1996, 
net primary school enrolment rates were 93.8 female and 92.9 male. At 
secondary school level, net enrolment rates were 65.5 percent female and 
49.1 percent male. Cohort survival rates at the end of the primary cycle have 
declined to 80 percent. Participation rates favor girls increasingly as they 
progress from Grade1 to Grades 8 or 10. The net enrolment rate in 
secondary education (1996) for rural boys was 41.6 percent for boys and 
58.3 percent for girls. In 1996, 48,435 school-age children were out of 
school; of these, 20,660 (42.6 percent) were girls and 27,835 (57.4 percent) 
boys. The school drop-out rate is high, reaching over 25 percent at its worst 
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point but now reducing. About 80 percent of out-of-school children work in 
agricultural activities, usually herding animals. In terms of education staff, 
female teachers is in the majority (75 percent), though the majority of school 
principals and directors of aimag education administration are male (3 out of 
22 education centre directors in 1998 are female).
460Teachers‘ pay, like that 
of all government employees, is low (the equivalent of 25-45 USD per 
month).The trend for more females to take up educational opportunity 
increases at higher levels of education. Higher education has expanded since 
1993-4 (by 1997, there were over 36.000 full-time students).
461
The public 
sector has grown by 46 percent and the private sector has doubled despite 
the introduction of student fees in 1995 and the transfer of costs to students. 
Public universities now receive only 10 percent of their funding from 
government. In contrast to other Asian countries, female students far 
outnumber males in Mongolia: 68 percent of students at public universities 
and 71 percent at private universities are female. However, this picture 
reverses itself for university staff, especially at senior levels. University 
teachers are predominantly male, except for teacher education and business 
studies courses. The proportion of female students at post-graduate level is 
much lower than for first degree courses. 
462
 The trend is for males to enter 
the labour market earlier than girls. In the future, if the present pattern 
continues, levels of literacy and educational qualifications are likely to be 
one factor affecting women‘s ability to participate in the labor market is the 
availability of child-care. Places in nursery and kindergarten schools have 
reduced since 1990 and only 20 percent of children are provided with 
places.
463
 More schools are available through fee paying but many women 
and families cannot afford these. In 1990, 118,800 children enjoyed pre-
school education facilities, but by 1996, the number had dropped to 68,000 
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and half the facilities had closed. This has implications for future labour 
markets and gender equity.
464
 
Continuing education for adults 
Transition to a market economy has also created needs for new kinds of 
education and training, formal and non-formal, for adults. Transition 
requires policy-makers to re-think educational provision, priorities, delivery 
systems and use of limited finance in times of budget cuts. It provides an 
opportunity for innovation. One major initiative in non-formal education 
was the Gobi Women‘s project, targeted at nomadic and rural women since 
they were identified as a particularly vulnerable group in the move to a 
market economy. This project was funded by Danish Government aid and 
implemented by UNESCO in partnership with the Government of Mongolia. 
The project provided non-formal education for 16,000 women in six Gobi 
aimags through a system of distance education using print, radio, local 
learning groups and traveling tutors for income-generation, handicraft 
production, food-processing, healthcare, animal care, family planning and 
doing business in a market economy. Learning was located in the family and 
community context and much activity took place at the local level, supported 
by local committees. Evaluation of the project showed that it was an 
effective way of disseminating information and of supporting local learning 
groups and individual women, reaching remote people dispersed over large 
distances and generating centers of activity in sums.465 Though one goal of 
the project was income-generation, it was more successful in achieving 
income-stretching than income-generation. However, some women did 
begin to trade and barter more, for example, making a camel saddle which 
could be traded for one camel or a few sheep.
466
Educated women have 
bonded together to form non-governmental organizations to criminalize 
domestic abuse, to improve conditions for women in the labour force, to 
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conduct research on employment, prostitution, child labour, and inequalities 
in wages for women. One such organization concluded that ―there is a clear 
need for government policies and schemes to improve the position of 
women in the labour force‖ Foreign agencies, such as the United Nations 
Development Program and the World Bank, have experimented with 
provision of micro-credit for women seeking to increase their incomes and 
have issued reports on gender gaps in employment and sexual harassment in 
the workplace. An important change in the government has been the first 
appointment of women to significant positions in the Cabinet. Since 1999, 
two women have filled the post of Minister of Foreign Affairs. Finally, 
education favors women in future. More than seventy per cent of students in 
higher education are women, offering hope for their rise to managerial 
positions in the economy, health, education, and government and to attempts 
to address the problems faced by Mongol women.
467
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CHAPTER VI    
   ECONOMIC TRANSITION 
 
 
6.1 From State controlled economy to Privatisation 
Mongolia‘s economy is relatively agrarian, with few industries but 
extensive mineral deposits.
468
 Its gross domestic product (GDP) in 2008 was 
$5.2 billion, and GDP growth was 8.9 %.
469
 Agriculture is a major economic 
activity. Mineral production accounts for 68% of industrial output, 46% of 
foreign direct investment (FDI), and 59% of Mongolia‘s export earnings.470 
To begin with, initiatives towards liberalization of Mongolia‘s economy 
with establishment of a new banking and financial system as well as 
privatization laid the foundation for the development of a market economy. 
In fact, a rapid transition in Mongolia‘s economy was achieved by ―shock 
therapy‖ mainly through adoption of three key mechanisms, i.e., 
privatization, currency reform, and price and wage liberalization.
471
 Not only 
the livestock sector, the backbone of Mongolia‘s economy witnessed 
privatization but also a number of private companies were allowed to 
operate in key sectors.
472
 
 It was in 1986 when the Mongolian People‘s Revolutionary Party 
(MPRP) 19th Party Congress officially brought Glasnost to Mongolia. The 
changes that came to Mongolia were more than just political. Mongolia was 
changing and many of the social and economic factors that contributed to the 
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change were the foundations for the challenges Mongolia still faces today. 
Mongolia enjoyed a seemingly strong economy. But the foundation of that 
economy was built on unstable sand. On a per capita basis in 1989 Mongolia 
was one of the largest recipients of foreign aid in the world.
473
  Between 
1960 and 1990 an estimated 30 percent of Mongolia‘s Gross National 
Product (GNP) was foreign economic assistance. In addition to direct aid 
projects, the Soviet Union and its allies provided credit to cover the financial 
gap between imports and exports, creating a huge debt while sustaining the 
image of prosperity. Mongolia was essentially a colony of the Soviet Union 
which produced raw materials and semi-processed goods in return for almost 
everything that it required to sustain the relatively modern urban society and 
improve the quality of life for the rural population. Soviet aid was being 
reduced.
474
 After that aid abruptly ended, the economy suffered; real GDP 
fell by 9.2% in 1991 and by 9.5% in 1992, leading to a significant decline in 
Mongolian living standards.
475
Among former Soviet bloc nations, 
Mongolia‘s economy was the most dependent on outside assistance 
measured as a percentage of GDP. 
476
 When the Soviet bloc disintegrated the 
most serous peacetime economic collapse any nation has faced during this 
century.
477
 Subsequently, the central government moved to privatize its 
state-owned economy and adopt other free market reforms.  Mongolia was 
also soon to learn its first lesson that the slogans of democracy and a free 
market economy are easy to utter and the reality of its implementation is 
difficult to accomplish. Further, neither key government decision makers nor 
opposition leaders understood non-Marxian economics- a severe handicap to 
managing their rapidly changing environment. First Soviet assistance ended, 
then trade was disrupted, and finally, the Soviet Union (USSR) itself 
collapsed. While no one anticipated, or could be expected to manage the 
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magnitude of these changes, Mongolia was especially hampered in its efforts 
to cope because of the lack of understanding and experience. In November 
20, 1989, a Tass article reported that polls by the Institute of Social Science 
under the MPRP central Committee showed that 43 percent of the workers, 
41 percent of the intelligentsia, and 35 percent of the cattle breeders believed 
that perestroika had slowed down and that forces opposing renewal were 
strong. Numerous political groupings emerged, and none were true political 
parties in the Western sense. Only the MPRP had a real structure, but one 
based on Leninist principles, not on Western democratic ones.  
 The ensuing urban-rural migration was reflected in a slight decrease 
in the urban share of Mongolia‘s population: 58 percent urban and 42 
percent rural according to 2003 statistics, compared to 60 percent urban 40 
percent rural before. During these years the government also established the 
State Property Committee, passed a new law on State and Local Property, 
and started a further and ambitious privatization program. A housing 
privatization program privatized residential units and apartments and 
transferred them to current residents free of charge. As a result, by 2001 
bout 90% of residential units in apartment buildings had been privatized.
478
 
Meanwhile, the major foreign donors had a high level of frustrations with 
the Mongolian Government. There was a strong feeling that the government 
was simply looking to the West to replace the massive Soviet assistance 
program of the past, rather than effectively analyzing its difficulties and 
trying to overcome them. Some leaders moved to mobilize popular 
discontent outside the political party structure in the winter of 1992-1993. 
The economic challenges faced by Mongolia were the critical backdrop for 
the efforts to build democracy in Mongolia in the 1990s. It is important to 
understand and remember that neither the MPRP nor the opposition parties 
which emerged in the 1990s were prepared to understand the changes that 
were happening in Mongolia politically or economically. The democratic 
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concepts which are taken for granted in the Western world had no precursors 
in Mongolia.
479
 Decades of education in central and Marxist economics did 
not prepare new leaders to manage the economic shift. Neither the 
Mongolians, nor most of those who came from the West to help, fully 
understood the question, much less the answer. In May 1991 the State Bank 
was divided into a Central Bank (the Bank of Mongolia) and a Foreign 
Trade Bank (State Bank of Mongolia). The newly established commercial 
banks lacked the expertise to deal with lending in an uncertain market 
environment. As a result, extremely large debts threatened the entire banking 
system. The first presidential election was held in June 1993. Pulsalmaa 
Ochirbat won the election to serve as a President for another four years term.   
His government embarked on an ambitious, but in the short term painful 
program to achieve the transition from central planning to a market economy 
by 1994.
480
  Prices were liberalized, the currency was devalued, a new 
banking system and stock exchange were established, and privatization 
began. At this time Mongolia joined the International Monetary Fund and 
the Asian Development Bank. By 1996 Mongolia‘s inflation was greatly 
reduced, and privatization moved apace.
481
 The elections for parliament at 
the end of June 1996 marked a peaceful alteration from communism to 
democratization. Mendsakhany Enhsaikhan, the 41-year-old democratic 
leader, was appointed as Prime Minister. Economic liberalization was seen 
as a necessary step toward a democratic polity. The new government started 
its reform by liberalizing energy prices and eliminating all tariffs. Coal, 
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electricity, and thus energy prices almost doubled. The people were strongly 
affected by the price liberalization. During 1996, industrial production fell 
by twenty five percent. After big factories and enterprises had been 
privatized many of them closed down due to unsuitable economic and 
market conditions. Meanwhile, social conditions worsened. According to 
Statistics Mongolia, the percentage of people living under the poverty line 
increased to thirty percent and the number of homeless street children 
increased in Ulaanbaatar. The government followed a liberal economic 
reform agenda. Parliament approved the new governments Action 
Programme. The Action Program was mainly focused on the privatization of 
large state enterprises such as the national airline MIAT, the NIC Oil 
Company, Gobi Cashmere, the Erdenet copper facility and the Trade 
Development Bank. Almost all of the former State enterprises had now been 
privatized.
482
 Furthermore, The State Great Hural of Mongolia decided it 
was a time to draft a land privatization law. The Private Land Act, 
implemented in May of 2003, stipulates that every Mongolian citizen has the 
right to receive a certain amount of land free of charge. The terrorist attacks 
on the United States on September 11, 2001 occurred. This event had an 
effect on cashmere prices and, therefore, Mongolia‘s economy and politics. 
The Mongolian economy, heavily dependent on export of cashmere, 
experienced a decline when the product‘s price dropped.483 Because the 
government in Mongolia changed hands so frequently, numerous reforms 
were implemented within a short period and this caused a strain both on the 
economy and political stability in the country. However, these policies were 
a good supplement to the development of the economy. They created the 
first open environment for private business, which has led to a rapid 
economic expansion in the private sector. By 2000 about 70 percent of the 
economy was in private hands, Mongolia had achieved the implementation 
of major economic reform policies.  
                                                 
482
 Georges Korsun, opcit, p. 478 
483
 nie.wikispaces.com/China+and+Central+Asia  
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
200 
Standard indicators of socio-economic performance illustrate that the 
Mongolian developmental experience since the democratic transition has 
been mixed.
484
 Like any country undergoing the ‗dual transition‘ from a 
Soviet-style command economy and totalitarian rule to a market-based  
liberal democracy, Mongolia has confronted significant challenges. In 
addition to the historical and political legacies from the Communist period, 
Mongolia is land locked, and has an extreme climate, all of which have 
presented particular obstacles to economic development. The transition also 
brought with it the loss of significant Soviet subsidies, while the 
implementation of financial liberalization and privatization (particularly of 
land) represent significant shocks to the economy. Mongolia received 
numerous requests for education and information in order to help Mongolia 
advance its economic and political restructuring. The non-communist world 
failed to respond adequately. Initially, Western assistance was aimed at 
facilitating Mongolia‘s transition from colonial status in the Soviet empire to 
a market economy based on Mongolia‘s natural wealth. The underlying 
assumption of this approach was that the Soviet economy would continue to 
function well enough to allow this transition. Further, the West failed to 
understand and respond adequately to Mongolia‘s needs.   The real 
challenge was the desperate need to offer training and help provide the 
opportunity for experience. Few NGO‘s which came forward to help did an 
excellent job.
485
 But given the breadth and depth of the problem it was not 
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enough to address all the issues. In the first ten months of 1990, Mongolia 
imported approximately $250 million – a 65 percent drop! Imports from the 
Soviet Union declined 73 percent. Soviet imports were not supplements to 
Mongolian production. In virtually every case there was no Mongolian 
production. The imports no longer available from the Soviet Union included 
everything needed to sustain modern life.  The Mongolian economy, and to 
an increasing extent, society was ceasing to function in the face of such 
drastic changes. The challenge to change brought the opposition parties 
together to agree on the direction of economic reform and the importance of 
privatization
486
The first coalition government began its full-scale program of 
economic and political system transformation, as set in out its concrete 
reform strategy. Privatization of state property was the main reform of the 
economic transition. The Privatization Law passed in May 1991 entitled 
people to participate in privatization through a voucher system. The 
privatization program has been a key element in Mongolia‘s reform program 
and the move to a market economy. The program was initiated in October 
1991 and was based on a voucher system similar to that used in a number of 
other transitional economies (Czechoslovakia, Poland and Romania).The 
decision to use the voucher system was a consequence of the low level of 
domestic financial savings, the lack of a well-developed capital market and 
the absence of adequate means of valuing state enterprises assets. The 
process proceeded as follows: In September 1991, the prices under control 
were liberalized. Further liberalization took place in March 1992, leaving 
only public utilities, transportation, housing rents, selected medicines, flour, 
bread and rationed vodka subject to price controls.. The Mongolian Stock 
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Exchange was established in February 1992.
487
 Privatization of livestock 
herds was implemented and reached 80 percent of the entire herd animals 
between 1991 and 1993. Following privatization, the livestock number 
increased from 25.9 million in 1990 to 33 million in 1997. Mongolia‘s 
growth performance, especially in per capita terms was disappointing until 
2003 when growth, alongside mineral output, climbed significantly
488
 . In 
1996 after consultation with Bretton Woods institutions and Jeffrey Sachs, 
Prime Minister Enkhsaikhan of the Democratic Coalition introduced a 
―shock therapy‖ economic plan that involved cutting public services, 
eliminating tariffs, introducing a national sales tax, and other currency 
stabilization measures. Although the currency stabilized around 1100 tugriks 
to the US dollar, the new government discovered that it had no revenues 
because few paid taxes. Privatizing state owned enterprises floated the 
economy for several years. A key element of Sachs' shock therapy is debt 
cancellation, which for the most part has eluded Mongolia, which still holds 
$1.36 billion in external debt one of the highest in Asia. The Mongolian 
government disputed development costs accrued from the 70 years of Soviet 
assistance. This issue would not be resolved until the Canadian Ivanhoe 
Mines, Ltd. purchased $50 million in bonds toward repayment of the debt.
489
 
Rossabi cites three international critics of the poverty alleviation program. 
Economists Bernard Walters, who felt that government needed to protect the 
poor from market forces and argued that development policy, should also 
address income inequality as well as poverty. UNICEF Director Carol 
Bellamy visited Mongolia in 1999 and noted declining social welfare. She 
suggested poverty programs had not been well targeted.
490
  The second 
World Bank poverty study in 1998 estimated 35.6 percent poverty, although 
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a small decrease, albeit different methods, but did little to satisfy critics.
491
 
Rossabi criticizes the government‘s explanation of inadequate economic 
growth and argued that tax evasion, privatization, income inequality and 
corruption exacerbated poverty.
492
 Critics felt micro loans had unfavorable 
rates and little return on investment for those who did participate. By 1999 
the UNDP – World Bank concluded that 70 percent of poor family‘s income 
went to food and that 60 percent of elderly were in poverty.
493
 In addition, 
single parenthood was on the rise and many families lost grid power when 
they could not afford deregulated electricity rates.  The IMF proposed at a 
donors meeting further cuts in government spending to ensure 
macroeconomic stability so that debt service would not be interrupted. In 
2001, Keith Griffin led a team of UNDP economic consultants to develop a 
new anti-poverty strategy. They recommended undoing some of Sachs' 
shock therapy and reintroducing tariffs and imposing a luxury tax on cars. 
They took a Mongolian-led, not donor-led approach. The Poverty 
Alleviation Program comprised only 1.2 percent of donor funds. Moreover, 
Mongolia had the fifth highest external debt in the world. Griffin also 
advocated increasing personal savings and supporting cooperative 
development with meaningful community participation
494
 However, Rossabi 
laments that a whole generation of Mongolians had grown up in a ―culture 
of poverty‖ and feels that emerging adults need not only jobs and loans, but 
social assistance to help cope in a changed Mongolia.
495
The political 
situation did not lead to democratic consolidation because the sudden 
changes in the government led people to think the coalition was ineffective, 
inexperienced and unstable in governing. Since 1990, Mongolia‘s economy 
has suffered substantially due to transition to market economy. However, 
liberalization seems to have put its positive effect on both agricultural and 
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industrial growth.
496
 The growth rate of the country has steadily increased 
since 1997 reaching 10.6% in 2006. Privatization has positively affected the 
development of small and medium sized enterprises, providing strong 
incentives for the establishment of new business. In the industry and tourism 
sectors, joint ventures between the public and private sectors have become 
more common. Mongolia earned donor support from Japan, the World Bank, 
the UNDP, the IMF, Asian Development Bank and other countries for 
development, providing major support to Mongolia, in the establishment of 
independent news media, construction of roads, urban planning besides high 
support of educational and health sector. The most far-reaching change in 
Mongolia‘s trade patterns during the transition era was not only oriented 
towards free markets in Europe, the U.S, Central Asia, or Japan, but towards 
China also. Main exporting countries are China, the United States, Russia 
and Japan. The main importing countries are Russia, China, Japan, South 
Korea and the United Status. As an adolescent democracy sandwiched 
between two colossal giants, China and Russia, Mongolia, is undoubtly 
actively seeking to broker attractive trade agreements with the wider world 
taking full advantage of its location which has resulted to the extent of 
saying that Mongolia is the top supplier of raw materials to the world‘s, 
most fast growing market China. The new Minerals Law of Mongolia, 
passed in 1997, has greatly improved the legal environment for investors. 
With the result many foreign companies are investing mainly in Mongolia‘s 
mining sector 
Out of the turmoil of privatization and the transition to a market 
economy, signs of solid achievement are emerging. From 1990 to 2006, the 
proportion of GDP accounted for by the private sector rose from 4% to 80%.
497
 
Such reforms enabled Mongolia to join the World Trade Organization (WTO) 
in 1997.
498
 Mongolia has struggled to reform the economy while promoting 
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economic growth.
499
 Economic problems were increasingly obvious to 
individual Mongolians in their daily lives. Foreign trade revenue, centered on 
market- sensitive exports of raw materials, made good progress over the years.  
The positive balance of trade steadily increased, reaching USD 109.1 million in 
1994 and USD 222.8 million in 2008, enabling Mongolia to build its currency 
reserves. Mining products like copper, fluorspar and molybdenum concentrates 
accounted for 65.3 percent of Mongolian exports by value in 2008. Wool, hair 
and cashmere made up a further 10.8 percent. Exports of copper concentrate 
alone, worth USD 361 million, paid for two-thirds of Mongolia‘s imports in that 
year. In July 2003 the agreement on the cancellation of 98 per cent of 
Ulaanbaatar‘s Rb 11.4 billion debts owed to the erstwhile Soviet Union, 
(USSR) has removed a considerable financial burden from Mongolia, which 
could prove to be beneficial in confidence building among foreign companies 
that ―considered the financial risk of investing in Mongolia is too high.‖500  
  
TRADE AND FOREIGN DIRECT INVESTMENT 
In Mongolia with 2.5 million inhabitants, population density is extremely 
low. It has a sever climate. Three quarters of the countries territory are 
grasslands, with the remaining area being deserts or mountain areas. This 
description does not depict Mongolia as a very attractive place, but somehow, 
however, it managed to attract considerable amounts of foreign aid workers. 
Assistance from international institutions and donors for Mongolia‗s efforts to 
establish a market economy has played an extremely important role in the 
country‘s recent economic growth and allowed it to cope with emerging social 
problem. During 1991-95, the total aid commitment to the country for 
development projects was $1.23 billion of which $ 76.4 million (including 
financial and technical assistance) was actually disbursed. Forty percent of the 
$i.23 billion originally committed was made up of grants and 60% was loans. 
                                                 
499
Economic growths were hampered by a number of factors, including severe  weather conditions 
in 2000 and 2001, which damaged the agriculture sector.   As   a result, real GDP grew by only 
1.0% in 2000 and by 1.1% in 2001. 
500―Mongolia”,Country Report November2004,London, The Economist Intelligence Unit limited, 
2004,, p.27.   
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This ratio has since changed, with grants in the foreign aid decreasing from 69% 
during 1992-93 to 25% in 1994-95.
501
 
Over the years one can witness significant changes in Mongolia‘s 
political, economic and social fields, which further gave boost to radical 
transformation of Mongolia‘s economy. The main focus of economic growth 
was given on the utilization of natural resources including agricultural, 
mineral, oil and water. As a result there has been surge in industrial sector, 
which led the growth of manufacturing units as well. On the trade front, 
although Mongolia‘s trade relations with the outside world expanded in 
recent years, there is still need of consistent trading partners who could help 
achieve Mongolia‘s economic security. With changes in Export-Import 
policy, Mongolia tried to attract as many overseas partners as it can. 
However, difficulties in trade partnership have also been realized due to high 
prices of domestic and foreign goods and services as well as weak financial 
capability of business entities involved in foreign trade.
502
 Even though, 
joint ventures with foreign companies have helped the country to witness 
growth in several key sectors of the economy. Interestingly, in July 2003 the 
agreement on the cancellation of 98 per cent of Ulaanbaatar‘s Rb 11.4 
billion debts owed to the erstwhile Soviet Union, has removed a 
considerable financial burden from Mongolia, which could prove to be 
beneficial in confidence building among foreign companies that ―considered 
the financial risk of investing in Mongolia is too high‖.503 Global Insight, an 
economic forecasting firm, estimates that real GDP rose by 8.3% in 2008 
(over the previous year) and projects that it will grow by 9.0% in 2009.
504
 
                                                 
501
ADB, Annual Report 1998, Hong Kong: Oxford University, 1999.  
502
 Ibid, p. 8.    
503―Mongolia‖, Country Report November 2004, opcit, p. 27   
504
 The Mongolian government reported even faster growth for 2006 at 8.4% 
      Sector (especially herding), accounting for about one-fifth of GDP (2005); it    employs about 
half of the population. Mineral production accounts for 68%    of industrial output, 46% of 
foreign direct investment (FDI), and 59% of    Mongolia’s export earnings. 
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Foreign investment is one of the major factors for providing economic 
growth in Mongolia. Mongolia has the following advantages and favorable 
environment for foreign investors. 
505
 
1. Stable political environment and open economy; 
2. Strategic and easy access to the giant markets of Russia and 
         China; 
3. Extensive natural resources; 
4. Favorable legal environment; 
5. Relatively young, educated population; 
6. vast territory, clean and undisturbed nature 
The Foreign Investment law of Mongolia was adopted in 1991.
506
 The 
purpose of this law was to encourage foreign investment, to protect the 
rights and property of foreign investors in Mongolia, and to regulate matters 
relating to the foreign investment.
507
 Amendments to the law were made in 
1993, 2001, and 2002. The objectives of these changes were to create a more 
favorable and competitive foreign investment environment. Currently 
Mongolia entered into agreements on avoidance of double taxation with 
twenty seven countries of Asia and Europe. Mongolia was keen to attract 
capital from abroad, particularly into export production and the mining 
sector, through further liberalization measures like the amendments to the 
1991 Law on Economic Units and the new Foreign Investment Law, which 
came into force in July 1993.
508
 The latter would be investors of foreign 
capital in the Mongolian economy with easy remittance of profits abroad 
and exemptions from duty and tax. Meanwhile, the approval of foreign 
airline over flights began to make a contribution to Mongolia‘s revenues, at 
the rate of USD 400,000 a month. In 1993, hard currency trade accounted 
                                                 
505Tsakhia Elbegdorj, ―Unlocking Mongolia‘s Potential, “Foreign Affairs,    May/June    2005, New 
York, www.foreignaffairs.org. 
506
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507
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for 51.6 percent, barter 35.2 percent and other kinds of trade (including re-
exports) 13.2 percent of exports; the corresponding figures being 59.9, 29.5 
and 10.6 percent respectively for imports. Imports were 75.4 percent for 
industrial goods and 24.6 percent consumer goods. Almost 30 percent of 
imports, mostly industrial goods, were covered by loans and aid. In 1994, 
hard currency trade rose to 71.3 percent of exports, barter fell to 19.6 percent 
and other trade 9.1 percent, corresponding figures for imports were 68.5 
percent, 20 percent and 11.5 percent respectively Imports were 79.9 percent 
industrial goods and 20.1 percent consumer goods.
509
 
Russian fuels (electricity and petroleum) accounted for 32.6 percent 
of industrial imports in 1993. Supplies were disrupted by Russia‘s inability 
to met delivery commitments on time. Imports of petroleum totaled 506,700 
tons, compared with 824,000 tons in 1988, 789,800 tons in 1990 and 
628,000 tons in 1992. Petrol imports- 260,000 tons of motor fuel and 3,000 
tons of avgas (aviation fuel) in 1992, already less than the 280,000 tons and 
29,500 tons required- fell to a total of 174,300 tons in 1993, and bus and 
local airline services were frequently at a standstill. In 1992 Russia supplied 
75,000 tons of fuel oil and 290,000 tons of diesels (56,000 tons and 281,800 
tons respectively in 1993). In 1994 imports of Russian oil were 28.8 percent 
of industrial imports, reaching only 47.3 percent of the 1993 level. Mongolia 
and Russia had agreed to barter 40,000 tons of Mongolian copper ore for 
300,000 tons of Russian oil, but Baganuur and Sharyn Gol open cast mines, 
the main coal suppliers to the capital and central industrial region, were 
closed in May-June by shortages of diesel for dump trucks and locomotives. 
The diesel generators supplying electricity to most of Mongolia‘s provincial 
towns and rural settlements remained inoperative. Overall Mongolian trade 
                                                 
509Tom Ginsburg, ―Political reform in Mongolia: between Russia and China‖, Asian Survey, Vol.35, 
No.5, 1995, p.46. 
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turnover with Russia fell 1991-1994 from USD 472.1 million to US$ 
218.2m.
510
 
 A Chinese standard-gauge (1,435mm) railway spur and electric 
power transmission line were built from Ereen in Inner Mongolia-terminus 
of the Mongolian Railway‘s Russian gauge (1,520mm) track- to Zamyn-
Uud, where the new international goods yard was under construction with a 
Japanese loan. The British firm Wimpey and a German partner were 
carrying out improvements to the runway and terminal building at 
Ulaanbaatar (Buyant-Uhaa) airport under  a USD 32 million scheme backed 
by the ADB.
511
 The ADB issued tenders for construction of hard-top roads 
from Darkhan to Erdenet and from Ulaanbaatar east to Baganuur and south 
to Choyr and Saynshand. Mongolia‘s merchandise exports and imports in 
2006 totaled $1.5 billion and $1.3 billion, respectively. The top three 
Mongolian exports were copper, gold, and animal hairs. Its top three imports 
were oil; machinery, equipment, and electrical appliances; and transport 
equipment. China is Mongolia‘s largest export market (accounting for 
67.4% of total, mainly minerals), followed by Canada (11.1%) and the 
United States (7.7%). Russia is Mongolia‘s largest source of its imports 
(36.6% of total), followed by China (27.6%) and Japan (6.8%).
512
According 
to the Mongolian government, at the end of 2010, there were 3,042 
registered foreign investment companies from 73 countries with cumulative 
FDI of about $1.2 billion.
513
Around $237 million was invested in Mongolia 
in 2004; of which 46% went into mining and oil exploration (the United 
States was the third largest foreign investor in this sector), 13% into trade 
                                                 
510
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511
  E.Birgells,  (2001). USAID: Mongolia. Retrieved December 11, 2007, from 
     http://www.usaid.gov/pubs/bj2001/ane/mn/mn_summtabs.html#pyt 
511
  Economist Intelligence Unit, Mongolia, May, 2007 & 2010.  
511
 Foreign Investment and Foreign Trade Agency (FIFTA), government of Mongolia    
 
 
 
 
 
 
 
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
210 
and services (e.g., wholesale and retail trade, restaurants, and cafes), and 8% 
into light industry (mainly textiles and apparel). China became the largest 
foreign investor in Mongolia in 2004, followed by Canada and the United 
States (at $135.4 million).
514
 
Table.2 Major Mongolian Merchandise Exports and Imports: 2010 
Major Commodity $millions Percent of total 
Total Exports                1,531.1 100 
Cooper concentrate        635.2 42.7 
Gold and gold products                 270.1 17.6 
Cashmere and cashmere products         143.3 9.4 
Total Imports               1,334.5 100.0 
Mineral products (mainly oil)        446.3 33.4 
Machinery, equipment, and electrical appliances      270.6 20.3 
Transport equipment, vehicles, and spare parts      158.5 119 .
515
 
 
 
6.2 DEPENDENT ECONOMY 
 Mongolia is still highly dependent on foreign aid and assistance, which 
in many ways have simply replaced the large subsidies enjoyed during the 
Soviet period. Such external dependence has had an influence on domestic 
economic policy, where the combination of market liberalization and 
privatization on the one hand and Western aid on the other has ‗undermined the 
social security system and the relative economic equality that had been 
previously created by Soviet development aid‘.516  
Soviet protection of Mongolia‘s independence and its assistance in 
developing the latter‘s economic and social sectors for 70 years came at a 
high price. Mongolia‘s political structure and economic development were 
shaped largely by its close relations with the USSR. This resulted in the 
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country‘s transition from a peasant, feudal agrarian society with strong 
religious and cultural traditions to a state with a centrally planned economy. 
Owing partly to these circumstances and partly to its geography, Mongolia 
remained almost completely isolated from the international community for 
most of this period.
517
 The policies pursued during these seven decades 
produced a highly distorted economic structure typified by inefficient use of 
state assets, slow growth, and stagnation. The relics of 70 years of waste and 
mismanagement were evident throughout the country when Mongolia threw 
away central planning in 1990 and started constructing a market economy. 
Apart from cutting its aid, Moscow claimed that Mongolia owed the USSR 
9,685.4 million transferable (convertible) roubles for Soviet construction 
projects and balance of payments support under thirty-four different 
agreements since 1949. As of 1992 the grand total had risen to 10,456.7 
million transferable roubles, although by then the USSR and transferable 
rouble no longer existed. All the same, Moscow calculated (at USD 1= R 
0.6) that the debt was equivalent to no less than USD 17 billion.
518
 
 
Moscow‘s sudden decision had severe consequences for Mongolia, since it 
depended on the former Soviet Union not only for economic aid but also for 
the supply of vital economic commodities. In the past the Soviet Union 
rendered to Mongolia the highest economic aid-42.6 percent to Mongolia 
out of its total economic assistance to he socialist countries of Asia. 
Previously Russia had traded economic development and technology for 
livestock, meat and wool, but the 1970s- 1980s saw the establishment of big 
Mongolian Soviet joint ventures in Mongolian mineral development- 
copper, uranium, gold and fluorspar. Starting pretty well from scratch, the 
USSR had built a miniature of itself in Mongolia, not just industrial 
enterprises and livestock herding cooperatives, but urban developments like 
                                                 
517
 FOM. Friends of Mongolia - FOM Scholarship.  Retrieved May 20, 2008, 
from http://www.friendsofmongolia.org/index.php?option=com_content&task=blogc  ategory&i
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518
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Ulaanbaatar city centre, Darkhan and Erdenet.
519
 The Soviet aid received by 
Mongolia ensured 40 percent of Mongolia‘s national income, 90 percent of 
the imported machinery and equipment, 50 percent of the consumer goods 
sold in the Mongolian market, 90 percent of the erected facilities and 
installations, etc.
520
 Mongolia had around 40,000 Soviet citizens working as 
advisers in Mongolia.
521The early 1990‘s focused Mongolian diplomacy on 
filling the political vacuum created by the demise of the Soviet Union- 
Mongolia‘s sole creditor and overwhelming trading partner. Much needed 
help was sought by break the previous isolation, and establishing and 
maintaining all round cooperation with the USA, Japan, and Western 
Europe. Mongolia‘s admission to the International Monetary fund (IMF), the 
world Bank, and the  Asian Development Bank (ADB) in February 1992, 
was an important step towards promoting ties  with the international 
community and the country‘s further integration with the world economy.522 
Following the establishment of diplomatic relations, the Republic of Korea 
pledged to provide Mongolia with telecommunications and television 
broadcasting equipment worth USD 30 million.
523
 Mongolia receives more 
than $300 million in foreign aid each year, one of the highest per capita 
assistance levels in the world. The Asian Development Bank (ADB) is the 
single largest multilateral donor. Other multilateral donors include the World 
Bank, International Finance Corporation, European Union, and various UN 
agencies. The Japan is Mongolia‘s major bilateral source of loan as well as 
grant assistance.
524
 Both the United States and Germany provide substantial 
grant assistance to the country. A number of other donors provide modest 
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amounts of additional support. These other donors include Sweden 
(governance); Netherlands (energy conservation); Canada (rural and urban 
development); Korea (energy and health); the Czech Republic (health); 
Russia (humanitarian aid); China (housing); and India (information 
technology). Another possible and relatively unusual donor nation is the 
United Arab Emirates (UAE), which recently offered to help finance a 
hydroelectric plant in the countryside.
 525
 While the problems Mongolia has 
to resolve are similar to those of the countries of Eastern Europe and the 
former USSR, the development of contacts with the Western powers  helps 
guarantee  Mongolia‘s sovereignty . The west‘s response has been positive 
and generous, with aid and loans from Mongolia‘s third neighbors- Japan, 
the USA and EU, whose TACIS programme.
526
 was extended to Mongolia 
in 1994, and the various international economic and financial structures they 
dominate. In February 1991, the International Monetary fund, the Asian 
development bank, and the World Bank all admitted Mongolia to 
membership, qualifying the country for loans and grants.
527
 The past 16 
years, had it not been for assistance and involvement on the part of the 
international community, Mongolia would have met numerous obstacles in 
its quest for political democracy and market economy. 
FOREIGN AID FOR THE 1994 ANTI-POOVERTY PROGRAMME (USD 
MILLIONS) 
Donor  Credit Grant 
Asian Development Bank 3.0 0.6 
Danida --- 5.0 
International Agricultural Development Fund --- 5.0 
UN Development Program --- 1.0 
World Bank 7.0 0.8 
                                                 
 
526
  TACIS: Technical Assistance to CIS (Commonwealth of Independent States). 
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 Country Study for Japan‘s official Development Assistance to Mongolia: A   Committee Report, 
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Total  10.0 12.4 
Note: Figures rounded to nearest USD 100,000.
528
 
 
Assistance from USA 
During US Secretary of State James Baker‘s Official visit to 
Mongolia at the beginning of August 1990 agreements were concluded 
providing for the dispatch of US Peace Corps units to Mongolia and the 
development of trade. Baker said that ‗the US would be prepared to grant 
Mongolia most-favored-nation status as soon as it had satisfied itself with 
regard to Mongolia‘s emigration laws.‘529 Mongolians would be given 
training in the US in banking, management, agriculture, legislation and the 
development of democratic institutions. Cable and wireless installed its own 
satellite dish in Ulaanbaatar during the summer of 1990 providing Mongolia 
with the first reliable telephone, fax and telex links with the outside world. 
The US secretary of State, James Baker, urged other countries to join the 
broad based world community support for Mongolia.
530
 U.S. assistance 
programs in Mongolia, a strategically-important nation which has actively 
supported U.S. policy goals in the East Asia-Pacific region and in the global 
war on terrorism, aim to help the country transform itself into a free market 
democracy. Economic Support Funds target private sector development and 
effective and accountable governance. FMF supports efforts aimed at 
controlling Mongolia‘s borders with China and Russia against trafficking in 
illegal drugs and goods. IMET objectives include civilian control of the 
military, respect for international human rights standards, officer 
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 Alan J.K. Sanders, ―Foreign Relations and foreign policy”, in Ole     Bruun and Ole Odgaad ed. 
Mongolia in Transition, Britain, 1996,     p.293 
529
 Tsedendemba Batbayar, ―Foreign policy and domestic reform in Mongolia,‖    Central Asian 
Survey, March, 2003, Vol.22, no.1, pp.45-49 
530
 Secretary Baker has served as a strong booster for Mongolia throughout the   1990s. Within the 
next two years, a variety of international organizations,   including a few at the instigation of 
secretary baker, began to arrive in   Mongolia to complement the United Nations Development 
Programme and   other agencies already in the country. 
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
215 
 U.S. Assistance to Mongolia, 2004-2008
531
 
  (Thousands of dollars) 
Account   FY2004   FY2005   FY2006   FY2007estimate FY2008request 
ESF 9,941     9,920        7,425 6,    6,625 6,200 
FMF 995   992    2,970      2,970                         1,000 
IMET 872   992 866 874 970 
INCLE           0           1,009           0 0 670 
Peace 
Corps 
1,646     1694 1,747 1,694 1,995 
PKO 1,000      0 0 0 0 
Totals 14,454 13,615 13,008 12,163 10,835 
Food Aid 
FFPa    8,572 3,658 5,375 - - 
Section 
416(b)a 
0 0 - - - 
 
training, military justice, and preparation for participation in peacekeeping 
operations. Since 2004, Mongolia has been eligible for MCA assistance.
532
  
In September 2005, the government of Mongolia submitted a 
proposal to the Millennium Challenge Corporation for several projects to be 
funded by MCA funds, including railroad construction, improved housing, 
and health services.
533
 The top bilateral aid donors to Mongolia are Japan, 
Germany, and the United States. 
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ASSISTANCE FROM JAPAN 
 Japan has been Mongolia‘s largest single aid donor since 1991, 
providing a total of 140 billion yen in official development assistance.
534
 In 
November 1990 President Ochirbat visited Tokyo, where Prime Minister 
Toshiki Kaifu responded positively to Mongolia‘s request for economic and 
technical assistance. The first Tokyo aid donor‘s conference in September 
1991, by granting Mongolia some US$ 150 million in aid, finally brought 
the prospect of large scale international relief for the faltering economy 
during the transition to a market system of which Japans share alone equaled 
US $ 55 million.
535
 Co-sponsored by Japan and the World Bank, the 
conference was also attended by major multilateral donors like the IMF, 
ADB, UNDP and EC.   
 
Economic cooperation  
(1) The economic cooperation and aid extended by Japan to Mongolia has 
expanded rapidly since 1991, accounting for approximately one-third of total 
aid for Mongolia by foreign countries and international organizations.  
 Initially, economic cooperation was principally in the form of 
humanitarian aid for the Mongolian people, who were suffering deprivation 
amid the deteriorating economic situation in Mongolia at that time. 
Gradually, however, the cooperation came to be focused on the development 
of infrastructure to assist the gaining of economic self-sufficiency.  
Japan's economic cooperation with Mongolia (million yen) 
Fiscal year 1990 1991 1992 1993 1994 1995 1996 1997 1999 
Grant aid 494 3,308 3,908 4,535 5,905 5,825 4,803 4,298 29.987 
Loan 
assistance 
0 4,836 2,458 3,321 4,753 4,493 5,827 5,046 49,583 
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Technical 
cooperation 
151 402 681 1,810 2,272 2,337 1,813 1,933 16,108 
 
Source; http:www.mofa.go.jp/policy/odasummary/2000/ref302.html 
   
(2) In addition, not only with regard to bilateral relations, but also in the 
international arena, Japan is actively taking initiatives in aid of Mongolia. 
Since 1991 a total of seven conferences of countries providing aid to 
Mongolia have been held, of which six conferences were held jointly with 
the World Bank in Tokyo. The seventh conference was held in Ulaanbaatar 
with the Chair of the World Bank in June 1999. It is of note that at the 
Conference, the Government of Japan expressed its intention to provide the 
largest ever amount of aid, totaling US$ 320 million, which has been of 
great assistance to Mongolia's development efforts.
536
 
Access to external resources was essential for economic recovery and 
sustained growth in Mongolia. With a large fiscal deficit and low saving 
rates and the need to build-up adequate foreign exchange reserves, 
substantial net capital inflows were required throughout the 1990s. The IMF, 
ADB and the World Bank have worked closely together to support the 
Mongolian government‘s macroeconomic stabilization and reform program 
since 1991. Six meetings of the Mongolia Assistance Group (MAG) were 
held in Tokyo   to 1997 under the joint chairmanship of Japan and the World 
Bank as the Chair.
537
The seventh meeting was attended by 25 countries 
including Mongolia and, in addition twelve organizations including the 
World Bank.
538
 The meetings of MAG are an important mechanism for aid 
coordination among donors. The most recent MAG meeting agreed to 
establish thematic groups to cover the key areas of governance, financial 
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sector, and  the social sectors including poverty. The groups will include 
representatives from the Mongolian Government, civil society, the private 
sector and donors. Donors could participate in the groups on a voluntary 
basis. In the fight against pandemic influenza, the Mongolian Ministry of 
Health received 500 oximeter machines used to rapidly monitor blood 
oxygen levels in patients from Japan which was handed over at a ceremony 
by Japanese Ambassador to Mongolia H.E. Mr Takuyo Kidokoro to 
Mongolian Minister of Health.
539
 
 
Role of ADB  
  The ADB is playing the lead facilitating role for the thematic group 
on governance. The ADB currently focuses its operation in the five core 
sectors, namely, finance, public sector, social sector, agriculture, and urban 
development.
540
 Besides providing loans, the ADB is committed to being 
actively involved in policy dialogue with the government, particularly with 
regard to continuing of reforms in the promotion of good governance in 
formulating effective policies and  establishing efficient institutions; 
(i) public sector management and finance which lay a foundation for 
effective macroeconomic management; 
(ii) financial sector, particularly the banking system to provide affordable 
financing services badly needed for increased private sector 
investment and production efficiency. 
 
World Bank  
Following its entry to the World Bank in February 1992, Mongolia 
has been receiving assistance in the form of grants and loans from the World 
Bank. Mongolia became a member of the World Bank group in February 
1991. Following severe external shocks in 1989-1990, after the withdrawal 
of soviet assistance and the collapse of the council for Mutual Economic 
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Assistance‘s trading system, the World bank groups international 
development Association (IDA) offered a programme of support that 
focused on quick disbursing balance of payment assistance and technical 
assistance for economic management.
541
 The IDA has committed a total of 
US$ 150 million to date for various projects. The average lending 
programme has averaged US$ 25-30 million equivalent.
542
 In Mongolia, the 
WB‘s assistance strategy outlines steps needed to advance the government's 
goals of reducing poverty, stabilizing the economy, reforming the financial 
sector, and developing infrastructure and the rural economy.
543
 The latest 
assistance strategy involves a USD-88,000,000 assistance plan effective 
2004-2008, which contains loans, analysis and sector work, and technical 
support.
544
 
 
 The IMF 
Although Japan, the World Bank, and the ADB  are leading donors 
for Mongolia, one cannot undermine the role of IMF as a policy maker on 
behalf of donor community towards Mongolia. At the end of October 1991, 
the executive director of the IMF, Michel Camdessus, went to Mongolia and 
committed the support of the IMF to Mongolia, its 155
th
 member country, in 
the implementation of a joint set of measures directed at pulling Mongolia 
out of its crisis. The IMF pledged about US$30 million, half of it devoted to 
stabilizing Mongolia‘s balance of payments.545 This measure allayed some 
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concerns about the country‘s economic viability and quickly elicited the 
interest of other donor institutions and individual countries. 
IMF worked very closely with the government of Mongolia through 
out the 1990s to accomplish many of the key reforms taken to date and to 
accomplish detailed macroeconomic policy agendas, including fiscal, budget 
and monetary policy. The IMF approved a three year long loan for Mongolia 
in July 1997 under the ESAF of about US$ 845 million to support the 
government‘s economic programme during 1997-2000.546 The IMF in1999 
approved the resumption of Mongolia‘s ESAF supported program and 
welcomed the return to a calmer political environment that had created the 
conditions for a fuller adjustment to the terms of trade shock, for private 
sector led growth.
547
 However, the Government of Mongolia in September 
1999 asked the IMF ―to be lenient and flexible with Mongolia and to impose 
conditions that will be too tough or too unnatural to meet‘.548 On  October 1, 
2001, the IMF approved a three year arrangement for Mongolia under the 
poverty Reduction and Growth facility for about Us $37 million. The IMF 
emphasized that the government‘s strategy for the medium term had to be 
centered on an ambitious, but realistic effort to gradually reduce the public 
debt burden, while simultaneously providing for the   medium term had to be 
centered on the ambitious, but realistic effort to gradually reduce  
 
Table 1. Selected Economic Data for Mongolia 
 
 (estimated)             (projected)                     
2005    2007    2008    2009  
  
Nominal GDP ($billions)     2.3   3.9    5.3      4.0 
                                                 
546Press Release No 97/36, ―IMF approves three year ESAF loan for 
Mongolia‖, http://www.imf.org. 
547
News Brief No 11, September 1999, ―Statement by Yansanjav Ochirsukh,   Governor of the 
Bank for Mongolia,‖ at the joint annual discussion:    http:www.imf.org. 
548
  Press Release No 11, September 1999, ‗Statement by    Yansanjav Ochirsukh,    Governor of the 
bank for Mongolia, at the joint annual    discussion‘;    http;//www.imf.org. 
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GDP PPP basis ($billions)    6.7    8.5   9.4     9.7 
 
Real GDP Growth Over Previous   7.3  10.2  8.9     2.7 
Year % 
 
Per Capita GDP, PPP Basis($)          2,615  3,231 3,541      3,615 
 
Consumer Price Index     9.6   14.1   23.2          9.0 
(% year-on-year change     
 
Exports of Goods ($billions)  1.1  1.9  2.5       1.9 
 
Imports of Goods ($billions)   1.2  1.5  3.1        2.2 
 
Current Account Balance ($millions)  29.7  264.8  -502.7    -261.8 
 
FDI Flows ($millions)          257.6  360.0  682.5     316.5 
Government Balance as a                      2.6   2.8    -5.0  -6.0.
549
 
% of GDP (%) 
 
the public debt burden, while simultaneously providing for the country‘s 
social needs. The IMF recommended that given the country‘s high external 
debt burden and its vulnerability to terms of trade and climate shocks, non 
concessional external public borrowing should continue to be avoided and 
the concessionality of aid flows maintained. The accelerated progress 
towards privatization  and energy sector reform was welcomed in this 
context. As the IMF cautioned: ‗solid domestic political support and 
continued donor assistance will be essential in implementing the authorities 
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program‘.550 Mongolia, like most other countries of the world, has been hard 
hit by the current global economic slowdown (see Table 1). In April 2009, 
the IMF agreed to extend a $224 million loan to Mongolia to help it to meet 
its balance of payments needs.  
In addition to the effects of the global economic slowdown, 
challenges Mongolia faces over the long term include a weak banking 
system, sharp fluxes in global mineral prices, high dependency on imported 
energy, high unemployment, and weak rule of law, government corruption, 
and inadequate infrastructure. 
 
DUTCH SUPPORT TO MONGOLIA  
  Netherlands which is one of the few democracies in the region also 
promotes peace and stability at regional level. As of 2007, €7.5 million per 
year is available for development cooperation with Mongolia. Besides 
regular aid, Mongolia also qualifies for two private sector programmes: 
PSOM (emerging markets cooperation programme) and ORET 
(development-related export transactions programme). The Dutch 
environment programme is focused on promoting responsible management 
of natural resources and protecting the environment, in the conviction that 
this will help reduce poverty. Special attention goes to the two most pressing 
problems, desertification and the decline in biodiversity. The Netherlands 
support the Geo Information Centre, which collects data about the natural 
environment in Mongolia.
551
 Until now, there had been little knowledge on 
this subject and the information that was available on land use, forest fires, 
droughts and so on would not reach policymakers on time. The Centre will 
support the Mongolian Ministry of Environment and Ministry of Agriculture 
in developing environmental policy and legislation.
552
 The Netherlands also 
helps local and regional authorities in the areas of land conservation and 
                                                 
550
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http://www.imf.org. 
551
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552
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optimum grassland management, introducing techniques like rotation 
grazing and no-grazing intervals to protect the plains. The Netherlands 
contributes in other areas as well, such as a sustainable electricity supply for 
herdsmen and villages, participative forest management, integrated water 
management, drinking water and sanitation, private sector development and 
civil society. In this, the Netherlands works with the municipality of 
Ulaanbaatar and the Ministry of Environment, the Ministry of Agriculture, 
and the Ministry of Fuel and Energy. At the request of the Mongolian 
Ministry of Finance, the Netherlands is leading a working group for inter-
donor cooperation in the environment sector. Capacity and institution 
building within the Mongolian government and local partners are stimulated 
by giving them an active, implementing role in the development cooperation 
programme, usually in partnerships with Mongolian and Dutch research 
institutes. In 2010, the Netherlands provided €5.67 million to Mongolia for 
environmental support. In previous years, aid totaled €4.23 million (2009) 
and €5.58 million (2008).553 The Netherlands accounts for nearly half of all 
foreign environmental aid to Mongolia. The money is primarily used to 
finance projects. In conjunction with the World Bank, the Netherlands has 
been supporting environmental activities by the Mongolian government 
since 2006.
554
 
 
HELP FROM CHINA 
During Chinese President Yang‘s visit to Ulaanbaatar in August 1991 
China agreed to reschedule repayment of Mongolia‘s debts to August 2001. 
China permitted landlocked Mongolia the use of the port of Tianjin for its 
import and export. It also committed itself to a package of loans and aid and 
an increase in trade, air services, and cultural and scientific exchanges, while 
Mongolia committed itself to protecting Chinese investments in 
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Mongolia.
555
 Both countries also increased commercial opportunities and 
pledged to cooperate on the use of water along their borders, and the 
Chinese provided a sizeable loan for purchase of consumer goods and other 
Mongolian needs.
556
 Mongolia‘s international partners met with the 
representatives of the MPRP government in Paris in may 2008 to discuss 
Mongolia‘s renewed efforts to strengthen the foundations for growth and 
poverty reduction. Donors indicated new aid commitments of about US $ 
330 million for the next year and stressed the importance of enhanced donor 
coordination.
557
 
The composition of aid going to Mongolia shows that its resource 
needs shifted rapidly from emergency assistance to long term financing for 
development projects. This shift reflected growing stabilization of the 
economy and it has laid the foundation for further growth. The rate of aid 
utilization remains low due to inefficient absorption capacity and the lack of 
internal structures for aid coordination as well as project appraisal and 
implementation.
558
  Official grants and confessional loan disbursements 
made during the recovery periods resulted in an increase of international 
reserves. Excluding gold, reserves stood at $117.03 million, $107.44 
million, and $175.71 million at the end of 1995, 1996, and 1997, 
respectively. These were equal to 12.5, 11, and 17 weeks‘ worth of imports 
in each of those years, also respectively.
559
 Nongovernmental organizations 
(NGOs) such as the Soros Foundation and World Vision make important 
contributions to Mongolia, each managing annual development programs 
valued at around $3 million. Numerous other NGOs from the United States, 
Japan, Europe, and elsewhere also provide important support, especially in 
the social sectors. Today Mongolia is the fifth most aid-dependent country in 
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the world.
560
 The foreign factor will play even more important role in almost 
all spheres of contemporary Mongolian society. There is no single branch of 
Mongolian economy that could be developed without foreign assistance.  
For the Mongolians, there are historical reasons to see international aid as 
coinciding with larger, geopolitical interests. The sequence of Russian and 
Chinese aid reflected delicate balances between the superpowers to which 
the country had to submit but perhaps owed its survival as an independent 
nation. Indeed, Mongolia has become used to  living with big expansionist 
neighbors and striking a balance between them for their existence. It has 
been a major challenge to Mongolian identity and national pride which 
naturally soared right after independence in 1990, in that the country only 
liberated itself from massive soviet subsidies in order to become dependent 
on international aid. Foreign aid now makes up 25 percent of GDP, a 
situation of dependency not too different from the later half of the 1980s 
when Mongolia‘s dependence on Soviet aid corresponded to 30 percent of 
its GDP. Whereas Mongolian leaders previously traveled to Moscow to 
secure their subsidies, they now travel to Tokyo for the annual coordination 
meeting in the Mongolia Assistance Group. Even more challenging for the 
Mongolian identity is the fact that Russian and East European specialists, 
who previously supervised industry, agriculture,   infrastructure, education 
and so forth, have now been replaced by Western consultants and aid 
workers. This new development has caused skepticism on the domestic 
political scene.
561
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CONCLUSION 
 
Through its modern history, Mongolia has lost and restored its statehood 
several times. In 1924, after twelve years of independence from Manchu rule 
Mongolia became virtually a soviet satellite state. Mongolia remained under 
communism for seventy years and it was after the disintegration of former 
USSR that Mongolia became really independent. Mongolia‘s political 
opening, occurred when the dictatorial regime began to break down and 
space was created for democracy promoters. During this opening stage the 
Mongolians overturned the ruling dictatorial regime during the 1990 strikes 
and demonstrations. An active young generation which promoted these 
reforms helped to set in motion this shift in society. These actions  formed 
the basis for the social preconditions that moved Mongolia towards 
democracy. The case study of Mongolia confirms the importance of the 
economic, political and social historical preconditions because without the 
external factor of the Soviet Union, Mongolia may not have been pushed 
towards democracy. This political opening was crafted very carefully by  
leaders who did not want to foster dramatic state repression. The younger 
generation began to advocate for a free media and engaging in a broad range 
of discussions about human rights and multi-party elections. In establishing 
a variety of influential organizations these individuals became the leaders of 
the democratic movement which laid the foundation of multiparty system 
and the subsequent elections which took place. 
One of the peculiarities was that the declaration of independence 
accompanied by the fundamental change of the politico-economic structure. 
Having been part of totalitarian system, Mongolia after gaining 
independence had to replace not only the state government structure, but 
also political, economic and social structures. Additionally it faced the task 
of creating an independent foreign policy. In 1992, after having witness 
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major changes in international affairs Mongolia adopted a new constitution 
that became a formal framework of policies and actions of post- socialist, 
democratic Mongolia in the twenty-first century, assuring to its people 
political freedom, respect to human rights. 
The first step towards changing the political system of Mongolia has been 
undertaken in 1990, when Mongolia held its first multiparty election. 
Mongolia has shown peaceful transfers of power in both parliamentary and 
presidential elections. Mongolian constituents gave power to the Mongolian 
Peoples Republic Party at the first parliamentary election under the new 
constitution in 1992. After selecting Ochirbat, nominated by the National 
and Social Democrats, as the president in 1993 and experiencing a divided 
government, the people shifted the momentum of the pendulum toward the 
democratic coalition for the first time in 1996. However, the citizens did not 
give the power to any one group for a long time. They chose the president 
from the MPRP, Bagabandi, in 1997 and gave the majority seat to the MPRP 
in the 2000 parliamentary election. This indicates that the Mongolian people 
were strict in judging the performance of the democratic coalition 
government and again swung the direction of the pendulum to the MPRP. 
After experiencing the governance of both groups for 14 years, the citizens 
chose a balanced government in 2004. Such peaceful and stabilized transfers 
of power show that procedural democracy has been established in Mongolia. 
Generally, the 2004 election results show that the younger generation is 
coming into power. Even the  MPRP is trying to recruit more young party 
members and provide opportunities for young leaders to lead the country. 
Moreover, in the new coalition government, the majority of the ministers are 
relatively young people ranging from 30 to 50 years of age consolidating 
democratic system in the country. Mongolia‘s elections can be considered 
free and fair; they certainly improved democracy during the transition 
period. 
Unlike other Asian countries, Mongolia is challenging and breaking the 
stereotype of alternating between authoritarianism and democracy. 
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Mongolia‘s future democratic prospects look quite promising. The 
increasing involvement of young people in politics who are committed to 
democratization makes one even more optimistic about Mongolia‘s 
democratic future and helps to assure the continuation of the momentum for 
political change. The young generation is not willing to return to the old 
regime and its anti-democratic ways and  the consolidation process 
continues to take place in the Mongolian political system..  
Mongolia holds regular elections that are competitive, and generally free of 
massive fraud. Free and fair elections is one of the way that is required to 
call a country a democracy however simply holding elections will not 
necessarily improve political participation and the stability of government.  
The  elections held in 1996, 2004 and 2008 confirm that the system is still 
susceptible to flaws. It is possible that these flaws could be rectified with 
further reforms to the electoral system. Regardless of these flaws, Mongolia 
has made exceptional strides in its transition to democracy. Its democratic 
electoral system allows multiple political parties to participate and has been 
characterized by a high voter turn out. This is especially impressive given 
that only twenty years ago the system had been dominated by single party 
rule. Mongolia is a country that has proven its democratic achievement 
within the last decade and has taken the steps necessary to promote further 
democratization. Not only has Mongolia conducted fundamental political 
and economic reforms simultaneously, but its political leaders have 
displayed an unexpected degree of maturity in crafting a coalition-formation 
process which recognizes and accommodates the realities of electoral 
outcomes.   
In the 1997 Freedom House survey of political rights and civil liberties, only 
the Czech Republic, Hungary, Poland, Slovenia, and the three Baltic states 
scored higher than Mongolia, which was the only post communist country 
outside of Eastern Europe to be ranked "free." Roughly half the countries of 
Eastern Europe as well as all of those of the former Soviet Union except the 
Baltic states were rated "partly free" or "not free." Mongolia also scored 
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high in terms of press freedoms. In 1997 it ranked ninth in the post 
communist world, just three points after Hungary.
562
 Although media 
censorship has been banned by the 1999 media law, the government and 
ruling party control four out of seven television stations and numerous radio 
stations. The government still questions journalists about information 
sources, conducts investigations about media ownership, editorial 
perspectives, and sources of financing. With a plan to decentralize the media 
the freedom of the press should be improved to insure a sound democracy. 
The Parliament is now more open to citizens, with opportunities for viewing 
parliamentary sessions and obtaining proceedings with individualized 
records of votes. Standing committees or working groups have meetings on 
proposed legislation, such as that on the NGO law and the revised Family 
Law.
563
 Rural communities are exploring new models of citizen participation 
that will increase the effectiveness and responsiveness of local decisions.  
These factors represent a very positive growth in Mongolia‘s democracy, as 
they all promote accountability and transparency.  From the state building 
perspective, Mongolia has undergone fundamental changes in the last 
seventeen years. From the institutional building perspective, Mongolia made 
achievements favourable for the strengthening of democracy. Mongolia has 
been a rapid reformer and has been fairly successful over the 1990s despite a 
horrendous starting point. On several aspects, Mongolia is better governed 
than a number of countries of possible comparison.
564
 Early tolerance and 
accommodation made possible real economic reform in the immediate 
aftermath of initial multiparty elections. In this respect Mongolia represents 
a striking example.  
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   In its foreign policy, Mongolia sets  to enhance its status on the world map 
by strengthening its solidarity and cooperation with  all the  countries both 
the developed as well as developing countries including the neighboring 
ones at the international flora as well  as actively contributing , to the  extent  
possible , to the  efforts of the  International community to strengthen peace 
and security. The declaration of nuclear-weapon –free zone status was a 
positive step. A next move involves tightening the state apparatus, including 
better protection of its borders and insuring that Mongolia remains 
ethnically Mongolian. With such a small population estimated at nearly 
three million its citizenry could be quickly diluted by massive immigrations 
from a near neighbour. The best outcome Mongolia can expect is that the 
two adjacent powers continue to maintain correct and helpful relations, and 
restrain those of their citizens who may see Mongolia as a state vulnerable to 
illegal exploitation or migration. 
 Today Mongolia entertains diplomatic relations with 143 countries and 
adheres to 178 international multilateral treaties.  Furthermore Mongolia is a 
member of 49 international relations; the number of the country‘s   foreign 
representatives is also increasing. Regarding Mongolia‘s foreign policy there 
is no doubt that national interests remain the key issue in its formulation.   
Mongolia is reaching out to advance its regional and global relations such as 
Western Europe, Japan and the United States. As a new democracy, 
Mongolia also places a high priority on cultivating good relations with the 
United States, which government officials in Ulaanbaatar have referred to as 
Mongolia‘s ―third neighbor.‖ Having served as a geopolitical buffer in the 
relations between Russia and China, Mongolia is trying to pursue a balanced 
relation with them. 
The formation of a new type of a social system was one of the major 
challenges that independent Mongolia faced. A weak civil structure cannot 
effectively facilitate participation in state building. The formation of new 
type of social affairs in Mongolia is carried out via stimulating 
institutionalisation of public participation. In this regard it is important to 
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mention the adoption of a law ―On Non Governmental Organisatios,‖ which 
regulates the process of formation of civic unions. At present NGOs which 
represent various aspects of civilian life, function in Mongolia. Furthermore, 
Mongolia has seen the emergence and institutionalization of various 
organizations within its now vibrant civil society. Mongolia has many 
citizen groups, primarily NGOs that are rapidly expanding their approaches 
to influencing the decision making process. They raise awareness on issues 
ranging from domestic violence and environment to gender equity and 
corruption. They comment on and mobilize support for proposed legislation, 
such as the recent hunting law, and monitor government implementation of 
existing legislation. Many of the national NGOs are run by women who 
focus on gender-specific concerns. Comparatively, women are more actively 
engaged in civil society in Mongolia than men and they could contribute 
greatly to Mongolia if they were to be elected into crucial political positions. 
Differently from most newly independent countries, Mongolia has avoided 
the intervention of the military and set up a secular and civilian democratic 
state where civilians have formal control over the military and the police 
forces throughout the country. The Mongolian government has downsized 
the military, particularly since 1998. There is no additional significant group 
or organization seeking to overthrow the democratic rules of the game. 
 
The social costs of Mongolia‘s rapid transition from a centrally command 
economy to a market- oriented one have been very high. The major casualty 
in the first phase became education, healthcare, workers and above all 
womenfolk and children. Basic social and human development services once 
available either stopped functioning or became inaccessible to the majority 
of the population.. The transition has been accompanied by a concomitant 
increase in poverty and unemployment levels, deterioration in the status of 
women and the disabled, and a surge in rural to urban migration. 
 The situation of women within the broader socio- economic framework of 
the transition period is vulnerable. Government‘s reform strategies have led, 
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in general, to the marginalization of women, and the deterioration of 
women‘s social and welfare services, and job opportunities. The 
unemployment, with ever increasing inflation, closure of the factories and 
collective farms resulted in the termination of the services of women force. 
They were forced indoors, starving and struggling. The current situation is 
the underlying cause of the rise of alcoholism in men and women, 
prostitution, domestic violence against women and the breakdown of 
traditional values. During the transition, the nation‘s leadership elite has 
become conspicuously more male in composition. Although women 
currently in Parliament have improved their professional competence 
However, women are still the minority in Parliament and their representation 
in politics is still limited. Mongolia‘s transition to a market-oriented 
economy adversely affected the Government‘s ability to finance and deliver 
health services.  With the cessation of Soviet financial assistance, drastic 
cuts had to be made in the Government‘s health expenditures and in 
subsidies for social welfare programs. Fees are collected in both   public and 
private hospitals for services such as opening medical records, visiting or 
nursing patients and using the toilet.  
Later on corruption has become an important problem for Mongolian 
politics and democratic governance. Its appearance is partly due to 
Mongolia‘s small and integrated population, influences from Russia and 
China, from the process of liberalization, and from currently weak 
enforcement mechanisms. Nonetheless in Mongolia‘s corruption is 
worsening and overall quality of governance appears to be declining since 
the late 1990‘s. The elites have strong incentives to engage in corrupt 
behaviour related to the three available rents from aid, privatisation and 
especially from the recent natural resource boom. Democratic competition 
itself has become a source of corruption due to the cost of election 
campaigns and all major political groupings are implicated in corrupt 
exchanges. As of 1995, Mongolia allocated 10% of its public expenditure 
towards education.  The proportion allocated towards education has declined 
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slightly over the past several years. The school dropouts took to street 
begging. The UNDP estimates that in 2007 around 3000 children were 
living on the streets. 
When socialist controls on religion and on the country's traditions ended in 
1990, interest in the practice of Buddhism grew. The Buddhist monasteries, 
which had fallen from grace during the Stanlist era, are again gaining 
importance. The Constitution provides for freedom of religion, and 
explicitly recognizes the separation of church and state. The Government 
contributed to the restoration of several Buddhist sites that are important 
religious, historical, and cultural centers. Religious instruction is not 
permitted in public schools. With the end of Mongolia's communist regime 
in 1990, numbers of Christian followers have started to steadily increase 
again. Christians in Mongolia are considered a growing minority group. 
Since the collapse of the Soviet bloc, geography has returned as a decisive 
factor in Mongolian perspectives. In areas of trade, travel, lifestyle and 
culture, Mongolia is undeniably drawing closer to the Asian world, 
following the rapid development of trade with Asian partners and 
establishment of diplomatic ties .Cultural contacts are also rapidly extending 
along this line. At the personal level, where foreign trips once took 
Mongolians to Moscow or Prague, they are now destined for Beijing, Taipei, 
Bangkok, Seoul or Singapore. Similarly, exchange programmes with Asian 
institutions are becoming more prominent in higher learning, and are likely 
to inspire Mongolian students to compare their country with Asia rather than 
Russia and Eastern Europe. 
After 1990 the distance between reformers and members of the former 
Communist Party was not huge. In particular, both camps accepted the 
desirability of livestock privatisation (and undesirability of full private 
ownership of grazing land) and were willing to encourage the informal 
sector. Mongolia had already established the rudiments of a market 
economy. The private share of livestock ownership, the staple of the rural 
economy, nearly tripled between 1991 and 1993, reaching 80 percent of all 
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herd animals. Large-scale privatization of small enterprises also advanced 
quickly in 1991-92. The Jasray government slowed privatization and did 
little to build market-supporting institutions, but did not roll back the 
privatization that had already occurred.
565
   These two economic stabilisers 
became especially important in easing the adjustment to a market economy 
from 1994 or 1995 onwards. The relationship between successful transition 
and democracy has been mutually reinforcing. The democratic system 
encouraged the politicians to respond positively to popular pressures for 
livestock privatisation or for allowing the informal to flourish. The 
contribution of these economic stabilisers to halting and then reversing the 
decline in living standards during the mid-1990s helped to strengthen 
democracy.  
The positive assessment does not mean that all is plain sailing for the next 
decade. Financial reform requires further action.. The informal sectors  need 
to be gradually incorporated into the formal sector if public administration,  
is to function smoothly. The growth of the herds has put pressure on the 
pasture lands. Economic inequality has increased, in part due to the 
widening wealth differentiation of herding families. The democratic regime 
may be a good vehicle to deal with these problems, but that is a question for 
post-transition Mongolia. The UNDP estimates that 70% of the poor are 
children or adolescents and that in 2007 around 3000 children were living on 
the streets, 60% of them in Ulaanbaatar.
566
  
Mongolia is still highly dependent on foreign aid and assistance. Such 
external dependence might have negative influence on domestic policy, 
undermining the social security system and the relative economic equality 
that had been previously created by Soviet development aid. Therefore, 
there have been concerns about the misuse of foreign donor funds. Dealing 
with such economic inequality and the disparities between rural and urban 
areas must be the priority task during the process of economic development 
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in order to prevent the poor from being antagonistic or apathetic to the 
current democratic and capitalist system. Foreign aid now makes up 25% of 
GDP, a situation of dependence not too different from the later half of the 
1980‘s when Mongolia‘s dependence on Soviet aid corresponded to 30% of 
its GDP. The international donor agencies have supplanted Russia as the 
main source of foreign aid,. However, they have not succeeded in achieving 
an extraordinary increase in western investment and trade with Mongolia. 
The country has potential in terms of   extensive natural resources, favorable 
legal environment; stable political environment and open economy;  easy 
access to the giant markets of Russia and China; relatively young, educated 
population; vast territory, clean and undisturbed nature land and manpower. 
Population is not going to pose any problem for centuries. 
The main conclusion reached is that Mongolia has accomplished democracy 
and free market economy   by undertaking concurrent political and 
economic reforms in a peaceful manner which has contributed to the 
country‘s success. After establishing a procedural democratic system, 
Mongolian citizens support development toward a consolidated democracy 
even in the face of economic hardship.  Mongolia needs to proceed to the 
status of a consolidated democracy.  In Mongolia there is no group seeking 
to overthrow the democratic rules  of the game, people  in power follow 
constitutional rules and citizens support democracy even in the face  of 
economic hardship. Mongolia has to resolve issues concerning 
institutionalization in the public sector, activation of civil society, and 
current economic conditions.. Mongolia‘s future democratic prospects look 
quite promising.  
 
SUGGESTIONS 
The strengthening of liberal democratic political culture, encouraging good 
governance and managing the socio economic concerns pose the main 
challenge to democracy in Mongolia. Need of the hour is the role of 
institutions of formal education in fostering democratic culture in the 
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society. There is need to deal more effectively with corruption, increase 
more accountability and transparency in budgetary process, strengthening 
the judiciary and rule of law, to develop more effective public 
administration, increase investment for education.   
The country needs  to increase  investment for education and promote 
information and technology industries besides consolidating democratic 
development. 
 In order to reduce poverty, the country needs first of all economic growth 
because poverty reduction is closely associated with strong rates of growth. 
This means sound, and efficient e economic policies and decisions. •A much 
bigger effort should be taken by the Mongolian Government to try to attract 
more foreign investment, especially from reliable strategic investors.  
The country will need to change its growth model away from reliance on 
easy finance and commodities, towards the development of domestic 
financial markets, strong institutions and diversified production base. 
Sound policies of international finance institution;  
The surest route to growth is through successful engagement in global 
economy combined with good governance and effective social policies. It is 
now widely accepted that economic success depends in considerable 
measure on the quality of governance that the given country enjoys. 
The case study of Mongolia confirms the importance of the economic, 
political and social    historical preconditions because without the external 
factor of the Soviet Union, Mongolia may not have been pushed towards 
democracy. Consequently, the past few years have been really years of deep 
and broad dynamic shifts for MongoliaMongolia established relatively good 
government subsequent to its transition to democracy and to a market 
economy since 1990. Governance has been marked by relatively well 
developed democratic rules and practices. Despite the challenges of its 
transition with regard to different sectors, democracy has been very 
successful in the political realm but on economic front Mongolia will have 
to continue its struggle for years, if not decades. Both economic and political 
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support from the outside world will continue to be of great importance. For 
the democratic reforms and economic liberalization in Mongolia, the 
country needs more connection to be made with the other countries in order 
to quicken its progress. 
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CHAPTER ONE  
 
GENERAL PROVISIONS  
Article 1. Purpose of the Law  
The purpose of the present law shall be to encourage foreign investment, to 
protect the rights and property of foreign investors in Mongolia, and to 
regulate matters relating to the operations of business entities with foreign 
investment.  
Article 2. Foreign Investment Legislation.  
1. Legislation on foreign investment shall consist of the Constitution, the 
present Law, and other laws and regulations in force which are consistent 
with the preceding.  
2. If the International Treaties to which Mongolia is a signatory provide 
differently than the present Law, then the former shall prevail.  
Article 3. Definitions.  
1. "Foreign investment" means every kind of tangible and intangible 
property which is invested in Mongolia by a foreign investor for the purpose 
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of establishing a business entity with foreign investment within the territory 
of Mongolia or for the purpose of jointly operating with an existing business 
entity of Mongolia.  
2. "Foreign investor" means a foreign legal person or individual (foreign 
nationals and stateless persons not residing permanently in Mongolia and 
citizens of Mongolia permanently residing abroad) who invest in Mongolia.  
3. "Mongolian investor" means a Mongolian legal person or individual 
(citizens of Mongolia and foreign nationals and stateless persons 
permanently residing in Mongolia) who is making an investment.  
Article 4. Areas For Foreign Investment.  
1. Foreign investment may take place in all areas of production and services 
which are not prohibited by laws of Mongolia.  
2. Foreign investment may take place in all parts of the territory of Mongolia 
where performing of production and services is not prohibited by the laws of 
Mongolia.  
Article 5. Types of Foreign Investment.  
A foreign investor may invest in the following:  
i) freely convertible currencies and reinvestment of tugriks yielded by an 
investment;  
ii) moveable and immovable property and property rights;  
iii) intellectual and industrial property rights.  
Article 6. Forms For Implementing Foreign Investments.  
Foreign investments shall be implemented in the following forms:  
i) establishing a wholly foreign-owned business entity or a local branch or 
subsidiary of a foreign enterprise;  
ii) establishing a business entity jointly with a Mongolian investor;  
iii) investing directly by acquiring shares or other securities of an existing 
Mongolian business entity using freely convertible currencies or tugriks 
yielded by an investment, including the purchasing of shares or other 
securities which were sold for coupons under the Privatization Law of 
Mongolia.  
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iv) acquiring the rights conferred by law or contract to exploit and process 
natural resources.  
Article 7. Purchase of Shares or Other Securities.  
A foreign investor may, in accordance with the laws of Mongolia, purchase 
shares or other securities of any business entity which is operating within the 
territory of Mongolia.  
 
CHAPTER ONEGENERAL PROVISIONS 
CHAPTER THREEOPERATIONS OF BUSINESS ENTITIES WITH 
FOREIGN INVESTMENT 
CHAPTER FOURMISCELLANEOUS 
CHAPTER TWO  
PROTECTION OF FOREIGN INVESTMENT  
Article 8. Legal Guarantees for Foreign Investment.  
1. Foreign investment within the territory of Mongolia shall enjoy legal as 
guaranteed by the Constitution, the present Law, and other laws and 
regulations which are consistent with the preceding and as guaranteed by the 
international treaties to which Mongolia is a signatory.  
2. Foreign investment within the territory of Mongolia shall not be 
nationalized or be subjected to unlawful expropriation.  
3. Investments of a foreign investor may be subjected to expropriation 
exclusively for public purposes or interests and only in accordance with due 
process of law on a non-discriminatory basis and with against full 
compensation.  
4. Unless provided otherwise in international treaties to which Mongolia is a 
signatory country, the amount of compensation shall be determined by the 
value of the expropriated assets at the time of expropriation or public notice 
of expropriation. Such compensation shall be effected without delay.  
5. Losses suffered by foreign investors due to a state of emergency or war in 
Mongolia shall be treated equally with losses suffered by Mongolian 
investors.  
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Article 9. Treatment of Foreign Investors.  
Mongolia shall accord to foreign investors no less favorable treatment 
regarding the possession, use, and disposal of their investments than that 
accorded to Mongolian investors.  
Article 10. Rights and Obligations of Foreign Investors.  
1. Foreign investor shall enjoy the following rights:  
i) to possess, use, and dispose of their property including the repatriation of 
investments which were contributed to the registered capital of the business 
entity with foreign investment;  
ii) to manage or to participate in managing the business entity with foreign 
investment;  
iii) to transfer their rights and obligations to other persons in accordance 
with the law;  
iv) to transfer abroad promptly the following returns:  
a) shares of profits and dividends;  
b) proceeds from the sales of their assets and securities and from the transfer 
of their property rights to other persons, or from their withdrawal from or the 
dissolution of the business entity;  
v) any other rights conferred by law .  
2. Foreign investors shall have the following obligations:  
i) to observe the laws of Mongolia  
ii) to fulfill commitments which are stated in the Memorandum and in the 
Articles of Incorporation of the business entity with foreign investment;  
iii) to implement measures to ensure the protection and restoration of the 
natural environment;  
iv) to respect the customs and traditions of the people of Mongolia.  
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CHAPTER THREE  
OPERATIONS OF BUSINESS ENTITIES WITH FOREIGN 
INVESTMENT  
Article 11. Business Entity with Foreign Investment.  
1. A business entity which is incorporated under the laws of Mongolia and in 
which the contribution of a foreign investor is not less that 20 percent of the 
registered capital shall constitute a business entity with foreign investment.  
2. A business entity with foreign investment shall become a legal person of 
Mongolia from the date of its registration and shall conduct its operations in 
accordance with the laws of Mongolia.  
Article 12. Approval Procedures for Establishing a Business Entity  
With Foreign Investment.  
1. Upon the application by the investors, establishing a business entity with 
foreign investment shall be subject to approval by a Central State 
Administration Body which is responsible for executing the foreign 
investment policy (hereinafter the "Ministry of Trade and Industry).  
2. An application from the investors shall contain:  
i) the name, address, and nationality of the investors;  
ii) the types and the amount of investment;  
iii) the form business entity to be established;  
iv) the main areas of investment and the type of production and services to 
be undertaken;  
v) the duration and stages of making and implementing the investment.  
3. The following documents shall be enclosed with the application:  
i) information about the investors and a copy of the certificate of 
incorporation;  
ii) Memorandum of Incorporation of the business entity with foreign 
investment;  
iii) Articles of Incorporation of the business entity with foreign investment;  
iv) marketing, management, technological, and other agreements related to 
the investment;  
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v) technical and financial plans and estimates;  
vi) a confirmation of the financial resources of the investors from the bank 
of the investors.  
vii) authorization from a competent organization of Mongolia to search for, 
extract, and cultivate and process natural resources, to use land, and to 
engage in production and services which are subject to special authorization.  
4. An application with the aforementioned enclosures shall be considered 
and decided by the Minister of Trade and Industry within 60 days from its 
receipt on the basis of the following assessment from specialized 
organizations:  
i) compliance with legislation;  
ii) impact on the natural environment;  
iii) meeting the health and sanitary requirements; and  
iv) appraisal of the level of technology.  
5. Assessments referred to in paragraph 4 (ii), (iii) of this article shall be 
based on international standards and the standards of Mongolia.  
6. The assessments referred to in paragraph 4 (iv) of this Article shall be 
made according to the regulations of the Government of Mongolia.  
7. Should the establishment of a business entity with foreign investment be 
approved, then the Ministry of Trade and Industry shall issue a certificate.  
8. If the activities of a business entity with foreign investment are considered 
to be inconsistent with the requirement of law, environmental protection, 
health and sanitary standards, or technological standards, then the approval 
shall not be granted provided that the reasons for refusal are given.  
9. The forms of application and the certificate referred to in paragraph 2 and 
7 of this Article shall be adopted for use by the Minister of Trade and 
Industry.  
10. A business entity with foreign investment shall give the Ministry of 
Trade and Industry 30 days notice prior to altering the registered capital or 
the Memorandum or the articles of Incorporation. The Ministry of Trade and 
POST SOVIET  TRANSITION  IN MONGOLIA     
 
 
274 
Industry shall examine such alterations according to the procedures set forth 
in this Article and shall give its ruling within 30 days.  
Article 13. Valuation of Tangible and Intangible Property.  
1. The value of tangible and intangible property which will be contributed 
by investors to registered capital of the business entity with foreign 
investment shall be mutually agreed to by the investors and estimated in 
freely convertible currency and in tugriks on the basis of a common 
principle of valuation.  
2. Conversion of tugriks into freely convertible currency shall be made at the 
rate of exchange which is fixed by the Mongol Bank and applicable at the 
valuation.  
Article 14. Authority of the Ministry of Trade and Industry Relating to the 
Implementation of Foreign Investment Policy.  
The Ministry of Trade and Industry shall be authorized to do the following 
regarding the foreign investment policy:  
i) supervise the implementation of the foreign investment legislation;  
ii) request assessments referred to in paragraph 4 of Article 12 of the present 
Law;  
iii) invite offers against tender projects involving foreign investment;  
iv) select from proposed foreign investment projects;  
v) grant approval for or reject the establishment of a business entity with 
foreign investment;  
vi) suspend or terminate the operation of the business entity with foreign 
investment;  
vii) any other rights conferred by law.  
Article 15. Registration of Business Entities With Foreign Investment.  
1. Upon granting the approval certificate by the Ministry of Trade and 
Industry, the General Department of State Taxation shall register the 
business entity with foreign investment and make the registration public.  
2. Upon authorization by the Ministry of Trade and Industry, the General 
Department of State Taxation shall register alterations to the registered 
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capital and to the Memorandum and Articles of Incorporation of a business 
entity with foreign investment.  
Article 16. Suspension and Termination of Operations of Business Entities 
With Foreign Investment.  
1. The operations of a business entity with foreign investment shall be 
subject to suspension or termination under the conditions provided for by the 
Law on Business Entities of Mongolia.  
2. If the operations of a business entity with foreign investment are found to 
be in violation of any of the conditions referred to in paragraph 4 of Article 
12 of the present Law, then the Ministry of Trade an Industry may suspend 
or terminate the operations of the business entity with foreign investment.  
Article 17. Winding Up and Dissolution of Business Entities With Foreign 
Investment .  
1. Within 14 days from the date of adopting a resolution to suspend or 
terminate the operations of a business entity with foreign investors, the 
business entity with foreign investors shall submit this resolution to the 
Ministry of Trade and Industry.  
2. A business entity with foreign investment which is under dissolution shall 
submit to the Ministry of Trade and Industry statements by the appropriate 
authorities which certify completion accordance with the laws of Mongolia.  
3. The Ministry of Trade and Industry shall thereafter withdraw its 
authorization for establishing business entity with foreign investment which 
is under dissolution and shall inform the General Department of State 
Taxation about such nullification.  
4. Upon receiving the notice referred to in paragraph 3 of this Article, the 
General Department of State Taxation shall remove the business entity with 
foreign investment from the state register and make such fast public.  
5. Should the operations of the business entity with foreign investors be 
terminated in preparation for dissolution, then the foreign investor concerned 
shall be entitled to transfer the returns referred to in paragraph 4 of Article 
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10 of the present Law upon completion of the final accounts of the business 
entity concerned.  
Article 18. Taxation.  
1. A business entity with foreign investment shall be subject to taxation 
under the tax laws of Mongolia.  
2. Granting to foreign investors or business entities with foreign investment 
treatment which is more favorable than that provided for by the tax laws of 
Mongolia shall be governed by the present Law and the laws and regulations 
in force which are consistent with the preceding.  
Article 19. Exemptions from Customs and Sales Tax.  
1. Technological equipment and machinery which forms part of the 
registered capital of the business entity with foreign investment shall not be 
subject to customs duties and sales tax effective from the date of approval by 
the Ministry of Trade and Industry of the establishment of the business 
entity with foreign investment.  
2. All business entities with foreign investment, except those in trading and 
catering, shall not be subject to customs duties for 5 years effective from the 
date of registration with General Department of State Taxation when 
bringing in raw materials, components, spare parts, and materials for 
production.  
Article 20. Tax Preference.  
1. A business entity with foreign investment in any of the following areas 
shall be granted the tax preferences set forth below effective from the date of 
starting production activities;  
i) power and thermal plants and their transmission networks, highways, 
railways, air cargo and engineering constructions, and basic 
telecommunications networks shall receive 3 years of tax exemption and 
50% tax relief during the following 5 year period.  
ii) mining and processing of mineral resources (except precious metals), oil 
and coal, metallurgy, chemical production, machinery, and electronics shall 
receive 5 years of tax exemption and 50% tax relief  
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during the following 5 year period;  
2. Should a business entity with foreign investment, which is not referred to 
in paragraph 1 of this Article, export more than 50% of its production, then 
it shall be entitled to tax exemption for 3 years and 50% tax relief in the 
following 5 year period.  
3. A business entity with foreign investment which is not referred to in this 
Article may be granted tax preferences. Decisions in this matter shall be 
adopted by the State Great Hural on a case-by-case basis upon the 
presentation by the Government of Mongolia.  
4. Should a foreign investor reinvest income due to it in the same business 
entity with foreign investment which produced such income, then the 
taxable income of the concerned business entity shall be subject to a 
deduction equal to the amount of such reinvestment.  
5. If the activities of a business entity with foreign investment covers more 
than one of the areas referred to in Paragraph 1 of this Article, then the tax 
preferences to be granted to such business entity shall be in respect to the 
main area of activity.  
6. A business entity with foreign investment which is established by 
purchasing shares and securities which were previously sold by coupons 
under the Privatization Law of Mongolia shall not eligible for the 
preferences set forth in Paragraph 1 and 2 of this Article.  
Article 21. Use of Land by Business Entities With Foreign Investment  
1. Land shall be used by a business entity with foreign investment on the 
basis of a leasehold and subject to the conditions and procedures set forth in 
the land laws of Mongolia.  
2. A lease shall contain the terms and duration of use and the measures to 
ensure the protection and restoration of the environment to its natural state, 
the amount of annual ground rent, and the liabilities of the lessor and lessee.  
3. A lease shall be made under the procedures set forth below:  
i) a lease for the use of state-owned land by a wholly foreign-owned 
business entity shall be made between the Mongolian landowner and the 
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foreign investor and subject to authorization by the respective local Hural of 
Representatives and its Presidium;  
ii) a lease for the use of state-owned land by a business entity with foreign 
investment to which a Mongolian investor is a participant shall be made 
between the Mongolian landowner and the head of the business entity 
concerned and subject to authorization by the respective local Hural of 
Representatives and its Presidium;  
iii) a lease for the use of private freehold land by a business entity with 
foreign investment to which a Mongolian investor is participant shall be 
made between the Mongolian landowner and the head of the business entity 
with foreign investment and subject to authorization by the competent state 
authorities.  
4. Responsibilities arising from a lease referred to in paragraph 3 (ii), (iii) of 
this Article which are contracted by the head of the business entity with 
foreign investment shall be borne by the Mongolian and the foreign investor 
in proportion to their contributions to the registered capital of the business 
entity.  
5. The duration of any lease shall be determined by the duration of the 
operations of the business entity with foreign investment. The initial term of 
a lease shall not exceed 60 years. The lease may be extended once for a 
period of up to 40 years under the initial conditions of the lease.  
6. If a business entity with foreign investment is dissolved before the 
expiration of the lease, thin the lease shall be terminated at the same time.  
7. Leasehold land may be substituted or taken back for a specific state 
purpose. Decisions concerning this matter shall rest exclusively with the 
Government of Mongolia. Compensation for losses suffered by a foreign 
investor due to such actions shall be effected without delay. The amount of 
such compensation shall be determined an the basis of value at the time of 
such substitution or transfer.  
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8. If leasehold land is used to the detriment of the public health, natural 
environment or the interests of national security, then the lease shall be 
canceled.  
Article 22. Finances, Loans, Accounts, and Inspections.  
1. A business entity with foreign investment shall conduct its activities 
relating to finances, loans, accounts, and foreign currency operations in 
accordance with the laws of Mongolia.  
2. A business entity with foreign investment shall keep the account books 
and balance sheets in accordance with the laws of Mongolia.  
3. The accounts and financial and business transactions of a business entity 
with foreign investment shall be investigated by state financial inspectors or 
by a chartered auditor in accordance with the laws of Mongolia. A foreign 
auditing organization may be invited if required.  
Article 23. Insurance.  
A business entity with foreign investment may be insured by a Mongolian 
insurance agency in accordance with the laws of Mongolia.  
Article 24. Labor and Social Security Relations.  
A business entity with foreign investment shall primarily employ citizens of 
Mongolia. Persons may be hired from abroad for a job requiring special or 
high qualification. The Ministry of Demography and Labor shall consider 
and decide this matter.  
2. Matters of labor and social security related to the citizens of Mongolia 
who are employed by a business entity with foreign investment shall 
governed by the laws of Mongolia on labor and social security.  
3. Persons from abroad who are employed in the business entity with foreign 
investment shall subject to income taxation according to the laws of 
Mongolia and shall have the right to transfer their income abroad after 
paying tax.  
 
CHAPTER FOUR  
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Article 25. Settlement of Disputes.  
Disputes between a foreign investor and a Mongolian investor as well as 
between a foreign investor and a Mongolian legal and natural person shall be 
resolved in the courts of Mongolia unless provided otherwise by 
International Treaties to which Mongolia is a signatory or by a contract 
between the parties to the dispute.  
Article 26. Effective Date of the Present Law.  
The present law shall come into effect on July 1, 1993.  
Chairman of the State Great Hural of Mongolia. N. Bagabandi. 
Secretary General of the State Great Hural. N. Rinchindorj  
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